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PHILADELPHIA  EJ 
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SIT  No.  1 


[9  S.E.C.  862;  Holding  Co.  Act  Release  No.  2929;  dated 
Aug.  8,  1941;  received  in  evidence  at  Transcript  page 

No.  133] 

SECURITIES  AND  EXCHANGE  COMMISSION 

Washington 


In  the  Matter  of 


STANDARD  POWER  AND  LIGHT 
CORPORATION 

STANDARD  GAS  AND  ELECTRIC 
COMPANY  AND  SUBSIDIARY 
COMPANIES  THEREOF 

Respondents 


FINDINGS 

AND 

»  OPINION 
OF  THE 
COMMISSION 


File  No.  59-9 


(Appearances  omitted) 


On  March  6,  1940  we  instituted  these  proceedings 
in  regard  to  Standard  Power  and  Light  Corporation, 
Standard  Gas  and  Electric  Company  and  their  subsidi¬ 
aries  pursuant  to  Section  11(b)  ( 1 )  of  the  Public  Utility 
Holding  Company  Act  of  1935. 1  Both  Standard  Power 
and  Light  Corporation  and  its  subsidiary,  Standard  Gas 


Section  11  (b)  (1)  makes  it  our  duty  “to  require  by  order, 
after  notice  and  opportunity  for  hearing,  that  each  registered 
holding  company,  and  each  subsidiary  company  thereof,  shall 
take  such  action  as  the  Commission  shall  find  necessary  to 
limit  the  operations  of  the  holding-company  system  of  which 
such  company  is  a  part  to  a  single  integrated  public-utility 
system,  and  to  such  other  businesses  as  are  reasonably  inci¬ 
dental,  or  economically  necessary  or  appropriate  to  the  opera¬ 
tions  of  such  integrated  public-utility  system :  Provided,  how¬ 
ever,  That  the  Commission  shall  permit  a  registered  holding 
company  to  continue  to  control  one  or  more  additional  inte¬ 
grated  public-utility  systems,  if,  after  notice  and  opportunity 
for  hearing,  it  finds  that — 
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and  Electric  Company,  are  registered  holding  com¬ 
panies,-  and  neither  is  a  public  utility  company.  Our 
order  directed,  in  substance,  that  a  hearing  be  held  to 
determine  (1)  the  extent  of  the  operations  of  the  vari- 

(A)  Each  of  such  additional  systems  cannot  be  operated 
as  an  independent  system  without  the  loss  of  substantial 
economies  which  can  be  secured  by  the  retention  of  control  by 
such  holding  company  of  such  system ; 

(B)  All  of  such  additional  systems  are  located  in  one 
State,  or  in  adjoining  States,  or  in  a  contiguous  foreign  coun¬ 
try;  and 

(C)  The  continued  combination  of  such  systems  under 
the  control  of  such  holding  company  is  not  so  large  (consider¬ 
ing  the  state  of  the  art  and  the  area  or  region  affected)  as  to 
impair  the  advantages  of  localized  management,  efficient  op¬ 
eration,  or  the  effectiveness  of  regulation. 

The  Commission  may  permit  as  reasonably  incidental,  or 
economically  necessary  or  appropriate  to  the  operations  of 
one  or  more  integrated  public-utility  systems  the  retention  of 
an  interest  in  any  business  (other  than  the  business  of  a 
public-utility  company  as  such)  which  the  Commission  shall 
find  necessary  or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors  or  consumers  and  not  detrimental  to 
the  proper  functioning  of  such  system  or  systems.” 

2Three  immediate  subsidiaries  of  Standard  Gas  are  regis¬ 
tered  holding  companies: — (1)  Louisville  Gas  and  Electric 
Company  (Delaware),  (2)  Philadelphia  Company,  a  subsidi¬ 
ary  of  which,  Pitsburgh  and  West  Virginia  Gas  Company,  is 
also  a  registered  holding  company,  and  (3)  Northern  States 
Power  Company  (Delaware),  which  in  turn  has  a  subsidiary 
— Northern  States  Power  Company  (Minnesota) — which  is  a 
registered  holding  company,  in  turn  having  two  subsidiaries 
which  are  registered  holding  companies,  viz.,  Interstate  Light 
&  Power  Company  and  The  Minneapolis  General  Electric  Com¬ 
pany.  Since  the  commencement  of  these  proceedings,  the  vot¬ 
ing  power  of  the  securities  of  Northern  States  Power  Com¬ 
pany  (Delaware)  owned  by  Standard  Gas  has  been  reduced 
to  less  than  10%. 
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ous  companies  in  the  System,  (2)  what  action,  if  any, 
must  be  taken  by  the  Respondents  to  limit  the  operations 
of  each  registered  holding  company  in  the  System  to  a 
single  integrated  public  utility  system  and  to  such  other 
businesses  as  are  reasonably  incidental  or  economically 
necessary  or  appropriate  to  the  operations  of  such  inte¬ 
grated  public  utility  system,  ( 3 )  pursuant  to  such  appli¬ 
cation  as  may  be  made,  the  applicability  of  the  proviso 
of  Section  11(b)  ( 1 ) ,  and  ( 4 )  pursuant  to  such  applica¬ 
tion  as  may  be  made,  the  extent  to  which  any  of  the 
Respondents  will  be  permitted  to  retain  an  interest  in 
any  business  (other  than  that  of  a  public  utility  com¬ 
pany  as  such)  as  provided  by  Section  11(b)  (1). 

Notice  of  the  hearing  was  published  in  the  Federal 
Register  and  was  published  as  a  release  of  the  Commis¬ 
sion  and  sent  to  its  mailing  list;  in  addition,  notices 
were  sent  to  appropriate  State  commissions  and  munici¬ 
palities. 

Requests  for  permission  to  intervene  were  filed  by 
the  State  of  Delaware,  the  Public  Service  Commission 
of  Wisconsin,  the  Pennsylvania  Public  Utilities  Commis¬ 
sion  and  the  City  of  Pittsburgh,  Pennsylvania.  In  accord¬ 
ance  with  Section  19  of  the  Act  and  Rule  XVII (a)  of 
our  Rules  and  Practices,  these  bodies  were  granted  the 
right  to  intervene  upon  the  filing  of  their  requests. 

The  Respondents  filed  answers  as  had  been  directed 
in  the  order  for  hearing.  The  answer  of  Standard  Gas 
and  Electric  Company  indicated  that  Standard  Gas  pro¬ 
posed  to  take  certain  steps  in  order  to  comply  with 
Section  11(b)(1)  of  the  Act.  Thereafter,  conferences 
were  held  between  representatives  of  Standard  Gas  and 
the  Staff  of  the  Commission  in  which  the  proposals  of 
Standard  Gas  were  discussed  in  their  relation  to  the 
requirements  of  Section  11(b)  of  the  Act.  After  these 
discussions,  during  the  pendency  of  which  hearings  were 
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deferred,  we  were  advised  by  Standard  Gas  that  it  had 
sent  a  letter  to  its  stockholders  dated  March  20,  1941,  in 
which  it  stated  that  it  proposed  to  dispose  of  all  its  in¬ 
terests  except  the  common  stock  of  Philadelphia  Com¬ 
pany  which  operates  in  and  around  Pittsburgh,  Penn¬ 
sylvania.  The  letter  further  stated, 

“The  management  of  your  Company  has  continued 
to  devote  its  attention  to  the  two  major  problems 
affecting  the  company;  namely,  integration  and  re¬ 
capitalization.3  The  solution  of  these  problems  has 
been  viewed  not  merely  as  a  means  of  compliance 
with  the  requirements  of  the  Public  Utility  Holding 
Company  Act  of  1935,  with  which  they  are  so  often 
associated  in  the  public  mind,  but  also  as  a  neces¬ 
sary  and  practical  treatment  of  obvious  corporate 
needs.  The  two  problems  might  well  be  classed  as 
one  in  view  of  their  equal  importance  from  many 
standpoints.  The  method  of  solution  of  the  first — 
integration — seems  to  present  the  only  feasible  way 
of  meeting  the  second.” 

We  entered  an  order  on  April  11,  1941  calling  for  a 
hearing  on  April  22nd  and  stating  that  the  issues  would 
include  what  action,  if  any,  is  necessary  and  shall  be 
required  to  be  taken  by  Standard  Gas  to  limit  its  opera¬ 
tions  to  a  single  integrated  public  utility  system. 

The  following  questions  were  thus  presented: 

( 1 )  Are  the  operations  of  the  Standard  Gas  holding 
company  system  limited  to  a  single  integrated  public 

Arrearages  on  the  Preferred  Stock  of  Standard  Gas 
aggregated  nearly  $50,000,000  on  April  1,  1941.  In  1935,  on 
the  maturity  of  a  portion  of  its  funded  debt,  Standard  Gas 
filed  a  voluntary  petition  under  Section  77B  of  the  Bankruptcy 
Act,  but  little  was  accomplished  in  the  reorganization  other 
than  an  extension  of  the  matured  debt  and  a  redistribution  of 
voting  rights  of  the  security  holders  of  Standard  Gas. 
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utility  system,  to  such  other  businesses  as  are  reason¬ 
ably  incidental  or  economically  necessary  or  appropriate 
to  the  operations  of  such  integrated  public  utility  sys¬ 
tem,  and  to  such  additional  integrated  public-utility 
systems  as  may  qualify  within  the  proviso  of  Section 
11  ( b )  ( 1 )  ?  If  this  question  is  answered  in  the  negative, 
requiring  us  to  take  action  in  regard  to  the  System  under 
Section  11(b)  ( 1 ) ,  then 

(2)  What  action  should  we  require  to  be  taken  by 
Standard  Gas  to  limit  its  operations  as  prescribed  by 
Section  11(b)  ( 1 )  ? 

The  hearing  was  convened  on  April  22nd,  and  evi¬ 
dence  was  taken  on  these  issues. 


THE  SYSTEM 

Demonstration  that  the  operations  of  the  Standard 
Gas  holding  company  system  are  not  confined  to  a  single 
integrated  public  utility  system  ( as  well  as  appropriate 
other  businesses )  requires  no  extensive  analysis.  Stand¬ 
ard  Gas  typifies  the  kind  of  “scatteration”  and  tendency 
to  undue  concentration  of  ownership  which  Section 
11(b)  (1)  was  designed  to  eliminate.  Its  subsidiaries4 
operate  electric  (or,  in  some  cases,  gas)  utility  proper¬ 
ties  in  the  States  of 


California 

Oregon 

Washington 

Idaho 

Montana 

Wyoming 

Colorado 


North  Dakota 

South  Dakota 

Pennsylvania 

Oklahoma 

Arkansas 

West  Virginia 

Minnesota 


Wisconsin 

Michigan 

Illinois 

Iowa 

Indiana 

Kentucky 


4Including  for  this  purpose  Northern  States  Power  Com¬ 
pany  (Delaware)  and  its  subsidiaries. 
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as  well  as  in  the  States  of  Sonora  and  Sinaloa  on  the 
west  coast  of  the  Republic  of  Mexico.5  Plainly,  the  elec¬ 
tric  utility  operations  of  the  Standard  Gas  holding  com¬ 
pany  system  cannot  be  said  to  be  confined  to  a  single 
integrated  public  utility  system  within  the  meaning  of 
Section  2(a)  (29)  (A).6  What  action,  then,  should  we 
require  of  Standard  Gas  to  confine  the  operations  of  its 
holding  company  system  as  provided  in  Section  11(b) 
(D? 

The  utility  properties  in  the  Standard  System  fall 
into  the  following  non-inter-related  groups: 

1.  Philadelphia  Company  is  a  registered  holding 
company,  and,  due  to  its  ownership  of  certain  gas  utility 
assets,  a  public  utility  company  as  defined  in  the  Holding 
Company  Act.  It  owns  all  the  common  stock  of  Duquesne 
Light  Company,  which  serves  Pittsburgh,  Pennsylvania 
and  its  environs  with  electric  power.  In  addition,  it  has 
a  substantial  investment  in  Kentucky  West  Virginia  Gas 


5There  are  appended  as  Exhibits  1*  and  2*  maps  showing 
the  electric  and  gas  utility  operations  of  the  Standard  Gas 
Holding  Company  System. 

^Section  2(a)  (29)  (A)  provides  that  “  ‘Integrated  public- 
utility  system’  means — as  applied  to  electric  utility  companies, 
a  system  consisting  of  one  or  more  units  of  generating  plants 
and/or  transmission  lines  and/or  distributing  facilities,  whose 
utility  assets,  whether  owned  by  one  or  more  electric  utility 
companies,  are  physically  interconnected  or  capable  of  physi¬ 
cal  interconnection  and  which  under  normal  conditions  may 
be  economically  operated  as  a  single  interconnected  and  co¬ 
ordinated  system  confined  in  its  operations  to  a  single  area 
or  region,  in  one  or  more  States,  not  so  large  as  to  impair 
(considering  the  state  of  the  art  and  the  area  or  region  af¬ 
fected)  the  advantages  of  localized  management,  efficient  op¬ 
eration,  and  the  effectiveness  of  regulation.” 


•As  corrected  by  Order  of  August  11,  1941. 
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Company  which  produces  natural  gas  in  Kentucky  and 
West  Virginia;  and  it  owns  as  well  all  the  securities  of 
Pittsburgh  and  West  Virginia  Gas  Company,  a  regis¬ 
tered  holding  company,  which  produces  and  distributes 
natural  gas,  buys  natural  gas  from  a  non-affiliated  com¬ 
pany  to  which  Kentucky  West  Virginia  Gas  Company 
sells  gas,  and  delivers  natural  gas  to  its  wholly  owned 
subsidiary,  Equitable  Gas  Company.  Besides  owning 
certain  gas  production  and  distribution  properties  of  its 
own,  Equitable  Gas  Company  operates  under  lease  the 
gas  utility  assets  of  Philadelphia  Company,  which  are 
located  in  and  around  Pittsburgh.  Philadelphia  Com¬ 
pany,  in  addition  to  holdings  in  minor  non-utility  prop¬ 
erties,  has  substantial  holdings  in  the  street  railway 
and  bus  system  serving  Pittsburgh  and  its  environs. 

As  of  December  31,  1940  the  total  consolidated  as¬ 
sets  of  Philadelphia  Company  were  recorded  at  approx¬ 
imately  $396,790,000  and  for  the  year  1940  its  total 
consolidated  operating  revenue  was  reported  to  be  ap¬ 
proximately  $48,012,000. 

2.  The  Louisville  Gas  and  Electric  Company  Sys¬ 
tem.  Louisville  Gas  and  Electric  Company  ( Delaware )  is 
a  registered  holding  company.  Its  subsidiaries  furnish 
electric,  gas  and  steam  heating  service  in  Louisville, 
Kentucky  and  surrounding  territory,  as  well  as  electric 
service  in  Madison,  Indiana  and  surrounding  territory. 
As  of  December  31,  1940,  the  total  consolidated  assets 
were  recorded  at  approximately  $90,338,000,  and  for  the 
twelve  months  ended  December  31,  1940,  the  total  con¬ 
solidated  operating  revenue  was  reported  to  be  approxi¬ 
mately  $12,224,000. 

We  mention  below  that  the  electric  operations  of  the 
various  groups  of  properties  in  the  Standard  Gas  hold¬ 
ing  company  system  are  conducted  independently  of 
each  other.  A  special  problem  arises,  however,  in  regard 
to  the  relationship  of  the  gas  systems  of  Louisville  and 
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Philadelphia  Company.  Louisville  Gas  and  Electric  Com¬ 
pany  (Kentucky),  a  subsidiary  of  Louisville  Gas  and 
Electric  Company  (Delaware),  owns  one  of  the  two 
classes  of  preferred  stock,  and  40%  of  the  common  stock 
of  Kentucky  West  Virginia  Gas  Company  which  pro¬ 
duces  natural  gas  in  Kentucky  and  West  Virginia.  Ken¬ 
tucky  West  Virginia  sells  gas  to  Louisville,  as  well  as  to 
United  Fuel  Gas  Co.,  a  non-affiliated  company  which  in 
turn  sells  gas  to  the  Philadelphia  Company  properties. 
Even  if  it  were  argued  that  Philadelphia  Company  and 
Louisville  derive  gas  from  a  common  source  of  supply, 
so  that  they  “may  be  deemed  to  be  included  in  a  single 
area  or  region”  within  Section  2  ( a )  ( 29 )  ( B ) ,  we  find 
that  the  gas  properties  of  Louisville  and  Philadelphia 
Company  are  not  an  integrated  public  utility  system,  be¬ 
cause  they  are  not  and  cannot  be  operated  as  a  single 
coordinated  system.  Their  officers  are  entirely  separate, 
their  problems  are  dissimilar  and,  in  fact,  the  only  fac¬ 
tors  which  can  be  said  to  be  common  to  the  two  gas  prop¬ 
erties  are  ( 1 )  they  are  both  part  of  the  Standard  Gas 
Holding-Company  System,  and  ( 2 )  each  owns  securities 
of  Kentucky  West  Virginia  Gas  Company.  The  record 
shows  that  the  volume  of  gas  available  for  Louisville 
does  not  depend  on  the  takings  of  Philadelphia  Com¬ 
pany,  or  vice  versa. 

3.  Oklahoma  Gas  and  Electric  Company  is  an  elec¬ 
tric  utility  company  which  serves  Oklahoma  City,  Okla¬ 
homa,  and  numerous  other  communities  in  Oklahoma 
and  Arkansas  as  well  as  territory  surrounding  such  com¬ 
munities.  As  of  December  31,  1940,  the  total  assets 
of  the  Company  were  recorded  at  approximately 
$89,503,000,  and  for  the  twelve  months  ended  December 
31, 1940,  the  total  operating  revenue  was  reported  to  be 
approximately  $13,665,000. 

4.  Southern  Colorado  Power  Company  furnishes 
electric  and  transportation  service  to  Pueblo,  Colorado 
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and  electric  service  to  other  sizable  communities  in  Colo¬ 
rado  as  well  as  territory  surrounding  those  communi¬ 
ties.  As  of  December  31,  1940,  the  total  assets  of  the 
Company  were  recorded  at  approximately  $18,914,000, 
and  for  the  twelve  months  ended  December  31,  1940,  the 
total  operating  revenue  was  reported  to  be  approxi¬ 
mately  $2,406,000. 

5.  San  Diego  Gas  &  Electric  Company  furnishes 
electric,  gas  and  steam  heating  service  in  San  Diego, 
California  and  surrounding  territory.  As  of  December 
31,  1940,  its  total  assets  were  recorded  at  approximately 
$49,164,000,  and  for  the  twelve  months  ended  December 
31,  1940,  its  total  operating  revenue  was  reported  to  be 
approximately  $9,452,000. 7 

7  An  application  was  filed  by  Standard  Gas  and  Electric 
Company  on  June  14,  1940  (File  No.  54-24)  providing,  in 
effect,  for  the  disposition  by  Standard  Gas  of  its  interest  in 
San  Diego  Gas  &  Electric  Company  and  California-Oregon 
Power  Company.  This  application  was  filed  pursuant  to  Sec¬ 
tion  11(e)  of  the  Act  which  permits  the  filing  of  voluntary 
plans  to  comply  with  the  provisions  of  Section  11(b)  and  re¬ 
quires  us  to  approve  such  plans  if  we  find  them  necessary  to 
effectuate  the  provisions  of  Section  11(b)  and  fair  and  equi¬ 
table  to  the  persons  affected  by  such  plans.  The  scope  of  the 
plan  was  limited  by  amendment  to  the  disposition  by  Standard 
Gas  of  its  holdings  in  San  Diego  Gas  &  Electric  Company, 
which  had  consisted  of  99%  of  the  common  stock  of  that  Com¬ 
pany.  Orders  were  entered  consolidating  the  hearings  on  the 
application  with  the  hearings  herein,  and  the  matter  was  con¬ 
sidered  as  part  of  the  general  Section  11(b)  (1)  problem.  On 
August  22,  1940,  we  made  our  findings  and  report  and  en¬ 
tered  an  order  approving  the  plan.  Standard  Gas  and  Electric 
Company,  et  al..  Holding  Company  Act  Release  No.  2262.  In 
substance,  the  plan  (as  it  has  subsequently  been  amended  with 
our  approval,  Standard  Gas  and  Electric  Company,  et  al.. 
Holding  Company  Act  Release  No.  2483)  provided  that  hold- 
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6.  The  California  Oregon  Power  Company  fur¬ 
nishes  electric  and  in  some  cases  water  service  to  a  num¬ 
ber  of  communities  in  southern  Oregon  and  northern 
California.  As  of  December  31, 1940,  its  total  assets  were 
recorded  at  approximately  $41,945,000,  and  for  the 
twelve  months  ended  December  31,  1940,  its  total  op¬ 
erating  revenues  were  reported  to  be  approximately 
$5,260,000. 

7.  Mountain  States  Power  Company  furnishes  elec¬ 
tric  and  in  some  instances  gas  and  certain  miscellaneous 
services  to  communities  in  the  Willamette  valley  and 
Tillamook  district  in  Oregon  as  well  as  to  scattered  com¬ 
munities  in  Washington,  Idaho,  Montana,  Wyoming  and 
South  Dakota.  As  of  December  31,  1940,  its  total  assets 
were  recorded  at  approximately  $25,397,000,  and  for  the 
twelve  months  ended  December  31, 1940,  its  total  operat¬ 
ing  revenue  was  reported  to  be  approximately  $4,510,000. 

8.  The  Northern  States  Power  Company  Group. 
Northern  States  Power  Company  ( Delaware )  is  a  regis¬ 
tered  holding  company,  as  are  its  sole  direct  subsidiary, 
Northern  States  Power  Company  (Minnesota)  and  two 
subsidiaries  thereof,  The  Minneapolis  General  Electric 


ers  of  notes  or  debentures  of  Standard  Gas  were  entitled  to 
exchange  each  $1,000  of  such  notes  or  debentures  for  58  shares 
of  the  reclassified  common  stock  of  San  Diego  Gas  &  Electric 
Company.  As  of  June  14,  1941,  $6,881,850  principal  amount 
of  notes  and  debentures  had  been  exchanged  for  403,343  shares 
or  about  40 %  of  the  common  stock  of  San  Diego  Gas  &  Elec¬ 
tric  Company.  This  reduced  the  debt  of  Standard  Gas  by  ap¬ 
proximately  10%.  We  have  recently  approved  an  amendment 
to  said  plan  pursuant  to  which  Standard  sold  to  underwriters 
the  remaining  shares  of  common  stock  of  San  Diego  Gas  & 
Electric  Company  owned  by  it.  Standard  Gas  and  Electric 
Company ,  et  al..  Holding  Company  Act  Releases  Nos.  2841, 
2872  (1941). 
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Company74  and  Interstate  Light  &  Power  Company.  The 
companies  in  this  group  furnish  electric,  gas  and  certain 
miscellaneous  services  to  Minneapolis  and  St.  Paul,  Min- 
nesota,  as  well  as  central  and  southern  Minnesota  and 
western  Wisconsin  and  communities  in  North  Dakota, 
South  Dakota,  Iowa  and  Illinois. 

As  of  December  31,  1940,  the  total  consolidated 
assets  of  the  Company  were  recorded  at  approximately 
$254,830,000,  and  for  the  twelve  months  ended  December 
31,  1940,  the  total  consolidated  operating  revenues  were 
reported  to  be  approximately  $39,955,000. 

9.  Wisconsin  Public  Service  Corporation  and  its 
subsidiary  furnish  electric,  gas  and  in  some  cases  trans¬ 
portation  service  to  communities  in  central  and  eastern 
Wisconsin  as  well  as  to  the  City  of  Menominee  and  a  few 
other  communities  in  Michigan.  As  of  December  31, 1940, 
the  total  consolidated  assets  of  the  Company  were  re¬ 
corded  at  approximately  $60,424,000,  and  for  the  twelve 
months  ended  December  31,  1940,  the  total  consolidated 
operating  revenue  was  reported  to  be  approximately 
$9,724,000. 

10.  Empresa  de  Servicios  Publicos  de  los  Estados 
MexicanoSy  S.  A.  This  Company  furnishes  electric  and 
certain  other  services  to  a  number  of  communities  along 
the  West  Coast  of  Mexico  in  the  States  of  Sonora  and 
Sinaloa.  As  of  December  31,  1940,  its  total  assets  were 
recorded  at  approximately  $3,543,000,  and  for  the  twelve 
months  ended  December  31,  1940,  the  total  operating 
revenue  was  reported  to  be  approximately  $296,000. 

74This  Commission  has  approved  the  proposed  merger 
of  The  Minneapolis  General  Electric  Company  into  the  North¬ 
ern  States  Power  Company  (Minnesota),  Holding  Company 
Act  Release  No.  2903.* 


♦Footnote  added  by  Order  of  August  11,  1941. 


2204a  Philadelphia  Exhibit  No.  1. 

THE  POSITION  OF  STANDARD  GAS 

In  its  amended  answer  to  the  order  instituting  these 
proceedings.  Standard  Gas  has  taken  the  following  posi¬ 
tion:  It  wishes  to  dispose  of  all  of  its  holdings  except 
Philadelphia  Company  common  stock;  it  contends  that 
the  operations  of  the  Philadelphia  Company  system  are 
confined  to  a  single  integrated  public  utility  system  and 
such  other  businesses  as  are  reasonably  incidental  or 
economically  necessary  or  appropriate  to  the  operations 
of  such  integrated  public  utility  system.  Since  the  Phila¬ 
delphia  Company  system  includes  both  electric  and  gas 
utility  companies,  and  we  have  held  that  a  single  inte¬ 
grated  public  utility  system  cannot  include  both  electric 
and  gas  operations  ( Columbia  Gas  &  Electric  Corpora¬ 
tion,  Holding  Company  Act  Release  No.  2477  ( 1941 ) ; 
United  Gas  Improvement  Company,  Holding  Company 
Act  Release  No.  2692  ( 1941 )  ) ,  Standard  recognizes  the 
possibility  that  the  electric  and  gas  properties  of  Phila¬ 
delphia  Company  may  be  retainable  together  only  if  one 
of  them  fulfills,  in  relation  to  the  other,  the  requirements 
of  the  A-B-C  standards  of  the  proviso  of  Section  11(b) 

( 1 ) .  But  even  if  it  should  be  decided  that  only  the  elec¬ 
tric  properties,  or  only  the  electric  or  gas  properties  may 
be  retained  by  Philadelphia  Company,  it  wishes  to  dis¬ 
pose  of  all  of  its  holdings  outside  of  Philadelphia  Com¬ 
pany,  and  this  position  is  taken  regardless  of  what  non- 
utility  businesses  of  Philadelphia  Company  may  be  re¬ 
quired  to  be  disposed  of  by  it  under  Section  11(b)  ( 1 ) . 

It  is  incumbent  on  us  to  consider  the  appropriate¬ 
ness  of  the  selection  of  Philadelphia  Company  by  Stand¬ 
ard  Gas.  Leo  T.  Crowley,  the  Chairman  of  the  Board  of 
Directors  and  President  of  Standard  Gas,  testified  that 
that  Company  plans  to  use  the  proceeds  of  the  disposi¬ 
tion  of  the  properties  we  have  listed  above  except  Phila- 
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delphia  Company,  to  retire  its  indebtedness.8  He  stated 
that  Standard  Gas  then  proposes  to  recapitalize ;  accord¬ 
ing  to  his  calculations  the  investment  in  Philadelphia 
Company  would  be  available  for  the  then  stockholders 
of  Standard  Gas. 

The  common  stock  of  Philadelphia  Company  is  the 
most  valuable  of  the  investments  of  Standard  Gas;  in 
1940  Standard  Gas  received  $2,086,000  in  dividends  from 
this  source  which  constituted  35  c/c  of  its  corporate  in¬ 
come.  In  explanation  of  the  selection  of  Philadelphia 
Company  by  Standard  Gas,  Mr.  Crowley  pointed  out  the 
large  present  interest  of  Standard  Gas  in  Philadelphia 
Company  and  the  potentialities  for  growth  of  the  Phila¬ 
delphia  Company  properties;  .  .  in  my  judgment  (it) 
was  (the)  property  that  offered  the  greatest  opportu¬ 
nity  to  our  security  holders,”  he  testified. 

The  electric  utility  assets  of  Duquesne  Light  Com¬ 
pany  consist  of  generating  plants,  transmission  lines  and 
distributing  facilities  which  are  physically  interconnect¬ 
ed  and  function  as  a  single  system.  The  output  of  its 

Standard  Gas  had  outstanding  at  December  31,  1940  the 
following  securities : 

6%  Notes  and  Debentures,  of  various 

maturities  .  $70,523,900 

Prior  Preference  Stock,  without  par  value : 

$7  Cumulative .  368,348  shares 

$6  Cumulative .  100,000  shares 

$4  Cumulative  Preferred  Stock,  without 

par  value .  757,442  shares 

Common  Stock,  without  par  value . 2,162,607  shares 

As  at  December  31,  1940,  accumulated  unpaid  dividends 
on  the  $7  Cumulative  Prior  Preference  Stock  were 

$17,920,130.20 ;  on  the  $6  Cumulative  Prior  Preference  Stock, 
$4,170,000;  and  as  at  November  30,  1940  were  $23,480,702.00 
on  the  $4  Cumulative  Preferred  Stock ;  a  total  of 

$45,570,832.20. 
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generating  stations  is  coordinated  in  a  single  load  dis¬ 
patching  office.  All  its  properties  are  located  in  and 
around  Pittsburgh  and  are  in  an  area  of  approximately 
817  square  miles.  The  total  corporate*  assets  of  Du- 
quesne  Light  Company,  as  of  December  31,  1940  were 
recorded  at  approximately  $218,598,000  and  its  re¬ 
ported  1940  corporate*  operating  revenues  exceeded 
$34,000,000.  It  has  approximately  350,000  customers 
while  the  territory  it  serves  has  a  population  of  approx¬ 
imately  1,400,000  of  which  slightly  less  than  half  is  in 
the  City  of  Pittsburgh.  We  conclude  that  the  properties 
of  Duquesne  Light  Company  constitute  an  integrated 
public  utility  system  within  the  meaning  of  Section  2(a) 
(29)  (A). 

We  make  no  finding  as  to  whether  the  gas  proper¬ 
ties  of  Philadelphia  Company  and  its  subsidiaries  con¬ 
stitute  an  integrated  public  utility  system,  or  whether  if 
Philadelphia  Company  retains  its  interest  in  Duquesne 
Light  Company,  that  gas  system  could  also  be  retained 
within  the  proviso  of  Section  11(b)  (1).  Moreover,  we 
make  no  findings  as  to  whether  the  non-utility  businesses 
in  which  Philadelphia  Company  is  interested  can  be  re¬ 
tained  by  that  Company  under  Section  11(b)  ( 1 ) .  Stand¬ 
ard  wishes  to  retain  as  much  of  the  Philadelphia  Com¬ 
pany  properties  as  will  ultimately  be  permitted  under 
Section  11(b)  ( 1 ) ,  and  it  is  aware  of  the  possibility  that 
the  gas  properties  may  not  be  permitted  to  be  retained 
by  a  holding  company  which  controls  Duquesne,  and  that 
the  other  businesses  of  Philadelphia  Company  may  not 
be  permitted  to  be  retained  by  a  holding  company  con¬ 
trolling  either  Duquesne  Light  or  the  gas  properties  or 
both.  The  record  is  being  held  open  on  those  issues,  and 
the  hearing  will  be  reconvened  to  receive  evidence  on 
them. 


*As  corrected  by  Order  of  August  11,  1941. 
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Inasmuch  as  the  selection  of  Philadelphia  Company 
by  Standard  Gas,  and  our  power  to  require  divestiture 
by  Standard  Gas  of  its  other  interests,  do  not  turn  on  our 
decisions  in  regard  to  those  matters,  it  is  unnecessary  at 
this  time  for  us  to  consider  those  questions.  United  Gas 
Improvement  Company,  et  al.,  Holding  Company  Act  Re¬ 
lease  No.  2692  (1941),  pp.  19-21.  We  are  similarly  not 
deciding  other  issues  which  arise  out  of  our  order  insti¬ 
tuting  these  proceedings,  such  as  the  action  which  it  is 
necessary  for  the  subsidiaries  of  Standard  Gas  which 
are  registered  holding  companies,  and  for  Standard 
Power  and  Light  Corporation,  to  take  under  Section 
11(b)(1). 

No  properties  in  the  Standard  System,  it  has  been 
conceded,  outside  of  the  Philadelphia  Company  system 
are  part  of  any  integrated  public  utility  system  within 
the  Philadelphia  Company  system. 

With  the  exception  of  the  Louisville  Gas  and  Elec¬ 
tric  Company  properties,  which  we  have  described  above, 
no  utility  properties  in  the  Standard  Gas  System  are 
located  in  states  which  adjoin  the  Philadelphia  Com¬ 
pany  utility  properties.  Thus,  regardless  of  whether  such 
properties  constitute  integrated  systems,  subsection  (B) 
automatically  prohibits  their  retention.  Moreover,  the 
record  shows  that  including  the  Louisville  properties, 
the  operations  of  all  of  the  other  groups  of  properties  of 
the  Standard  Gas  holding  company  system  are  separate 
from  each  other  and  from  Philadelphia  Company. 

In  two  cases  there  are  substantial  interchanges  of 
power  between  these  properties ;  Mountain  States  Power 
Company  purchases  power  from  The  California-Oregon 
Power  Company;  and  The  Northern  States  Power  Com¬ 
pany  System  and  Wisconsin  Public  Service  Corporation 
buy  and  sell  power  to  and  from  each  other.  However,  in 
each  case  the  properties  are  so  totally  unrelated  to  the 
Philadelphia  Company  properties  and  are  separated 


2208a 


Philadelphia  Exhibit  No.  1. 


from  them  by  such  huge  distances  that  even  apart  from 
the  prohibition  in  subsection  (B),  we  could  not  make 
appropriate  findings  under  subsections  (A)  and  (C). 
The  record  clearly  indicates  that  the  A-B-C  standards 
of  the  Proviso  in  Section  11(b)(1)  do  not  permit  the  re¬ 
tention  by  Standard  Gas  of  any  of  its  other  groups  of 
utility  properties  if  it  retains  Philadelphia  Company. 

1  We  conclude  that  the  retention  of  Philadelphia  Com¬ 
pany  by  Standard  Gas  does  not  permit  the  retention  by 
it  of  any  of  its  other  utility  properties.  We  note  that  no 
endeavor  has  been  made  by  Standard  Gas  to  retain  any 
of  its  properties  outside  of  Philadelphia  Company. 

Under  these  circumstances  we  raise  no  objection  to 
the  selection  of  Philadelphia  Company  by  Standard  Gas 
and  we  will  enter  an  appropriate  order  requiring  dispo¬ 
sition  by  Standard  Gas  of  its  holdings  in  all  of  its  sub¬ 
sidiaries  other  than  Philadelphia  Company  and  its  sub¬ 
sidiaries,  which  are  either  public  utility  companies  or 
registered  holding  companies. 

In  addition  to  the  groups  of  utility  properties  we 
have  described  above,  Standard  Gas  has  holdings  in  the 
following  other  businesses : 

1.  Market  Street  Railway  Company  operates  a 
street  railway  and  bus  system  in  and  around  the  City  of 
San  Francisco,  California.  No  public-utility  subsidiary 
in  the  Standard  Gas  holding  company  system  serves 
that  territory. 

2.  Horse  Shoe  Lake  Oil  and  Gas  Company  owns 
mineral  rights  in  the  land  surrounding  Horse  Shoe  Lake 
near  the  town  of  Harrah,  Oklahoma. 

3.  Tri-State  Land  Company  owns  certain  unim¬ 
proved  property  located  near  Kootenai  and  Sand  Point, 
Idaho. 

4.  The  Little  Wolf  Power  Company  owns  four  un¬ 
developed  power  sites  on  the  Little  Wolf  River  in  Wau¬ 
paca  County,  Wisconsin. 
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5.  Public  Utility  Engineering  and  Service  Corpora - 
tton  is  a  service  company,  the  organization  of  which  has 
been  given  limited  or  tentative  approval  by  this  Com¬ 
mission.  It  performs  fiscal,  operating  and  engineering 
services  for  Standard  Gas  and  Electric  Company  and  its 
subsidiaries. 

6.  Standard  Gas  also  owns  200,420  shares  consti¬ 
tuting  approximately  3%  of  the  common  stock  of  Pacific 
Gas  and  Electric  Company.  It  carries  this  stock  solely 
as  an  investment  and  proposes  to  dispose  of  these  shares. 

7.  8,  9.  Securities  Corporation  General ,  Madaras 
Rotor  Power  Company  and  San  Diego  Securities  Com¬ 
pany  are,  respectively,  an  investment  trust,  an  experi¬ 
mental  company  whose  experiments  have  ceased,  and  a 
real  estate  company  located  in  San  Diego,  California. 

Mr.  Crowley  testified  that  Standard  Gas  has  no  wish 
to  retain  these  businesses,  except  for  the  service  com¬ 
pany,  as  they  have  no  connection  at  all  with  Philadel¬ 
phia  Company,  and  with  that  exception  their  retention 
is  not  appropriate  in  the  interests  of  the  security  hold¬ 
ers  of  Standard  Gas. 

The  service  company  performs  numerous  services 
for  all  the  Standard  system  properties  including  Phila¬ 
delphia  Company.  Mr.  Crowley  testified  that  until  Stand¬ 
ard  disposes  of  the  properties  we  have  enumerated 
above,  Standard  wishes  to  retain  the  service  company 
and  that  as  properties  are  disposed  of,  the  relationship 
between  the  service  company,  Standard  and  the  divorced 
properties  would  be  reappraised.  Although  we  plainly 
could  not  permit  Standard  Gas,  when  its  operations  are 
confined  to  Philadelphia  Company  or  a  portion  thereof, 
to  retain  the  service  company  in  its  present  form,  be¬ 
cause  so  large  a  part  of  the  business  of  the  service  com¬ 
pany  cannot  be  said  to  be  reasonably  incidental  or  eco¬ 
nomically  necessary  or  appropriate  to  the  operations  of 
the  utility  properties  of  the  Philadelphia  Company  sys- 
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tem,  and  possibly  also  because  of  the  Section  13  stand¬ 
ards  we  will  nevertheless,  defer  the  entry  of  an  order  in 
regard  to  the  disposition  by  Standard  Gas  of  the  stock 
of  the  service  company. 

We  find  that  (except  for  the  service  company)  the 
non-utility  businesses  in  which  Standard  Gas  is  engaged, 
which  we  have  listed  above,  and  its  interest  in  Pacific 
Gas  and  Electric  Company,  are  so  unrelated  to  the  Phil¬ 
adelphia  Company  system  that  their  retention  is  not 
reasonably  incidental  or  economically  necessary  or  ap¬ 
propriate  to  the  operations  of  the  utility  properties  of 
the  Philadelphia  Company  system,  nor  is  their  retention 
necessary  or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors  or  consumers,  and  we  will  order 
their  disposition. 

Our  order  herein  is  not  to  be  construed  as  eliminat¬ 
ing  the  necessity  of  filing  applications  and  declarations 
regarding  transactions  designed  to  effectuate  its  re¬ 
quirements,  where  such  filings  would  otherwise  be  re¬ 
quired  under  the  Act  and  Rules  in  connection  with  such 
transactions.  United  Light  and  Power  Company ,  et  ad., 
Holding  Company  Act  Release  No.  2636  ( 1941 ) . 

By  the  Commission  (Chairman  Eicher  and  Com¬ 
missioners  Healy,  Pike,  Purcell  and  Burke ) . 

Francis  P.  Brassor, 
Secretary. 


[SEAL] 
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UNITED  STATES  OF  AMERICA 
BEFORE  THE  SECURITIES  AND  EXCHANGE 

COMMISSION 

At  a  regular  session  of  the  Securities  and  Exchange 

Commission,  held  at  its  office  in  the  City  of 
Washington,  D.  C.,  on  the  8th  day  of 
August,  A.  D.,  1941. 

In  the  Matter  of 

STANDARD  POWER  AND  LIGHT 
CORPORATION 

STANDARD  GAS  AND  ELECTRIC 
COMPANY  AND  SUBSIDIARY 
COMPANIES  THEREOF 

Respondents 
File  No.  59-9 

The  Commission  having  on  March  6,  1940,  issued  a 
notice  of  and  order  for  hearing  pursuant  to  Section  11 
(b)(1)  of  the  Public  Utility  Holding  Company  Act  of 
1935  with  respect  to  Standard  Power  and  Light  Corpo¬ 
ration,  Standard  Gas  and  Electric  Company  and  subsid¬ 
iary  companies  thereof; 

A  hearing  having  been  held,  after  appropriate  pub¬ 
lic  notice,  to  determine  what  action,  if  any,  is  necessary, 
and  should  be  required  to  be  taken  by  Standard  Gas*  and 
Electric  Company  in  accordance  with  Section  11(b)(1) 
of  said  Act; 

An  amended  answer  herein  having  been  filed  by 
Standard  Gas  and  Electric  Company  stating,  in  sub¬ 
stance,  that  said  company  proposed  to  dispose  of  all  its 
holdings  of  securities  other  than  securities  of  Philadel¬ 
phia  Company  and  Public  Utility  Engineering  and  Serv¬ 
ice  Corporation; 


ORDER 

REQUIRING 

DIVESTITURE 

OF 

SECURITIES 
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The  Commission  having  considered  the  record,  and 
having  this  day  made  and  filed  its  findings  and  opinion 
herein,  finding  (among  other  things)  that  the  action 
hereinafter  directed  to  be  taken  is  necessary  and  appro¬ 
priate  for  the  purpose  of  bringing  about  compliance  by 
Standard  Gas  and  Electric  Company  with  Section  11(b) 

( 1 )  of  said  Act,  without  prejudice,  however,  to  the  right 
of  the  Commission  to  enter  other  and  further  orders 
herein  from  time  to  time  requiring  Standard  Gas  and 
Electric  Company  and  the  other  Respondents  herein  to 
take  such  additional  action  as  may  be  necessary  for 
compliance  with  Section  11(b)(1)  of  said  Act; 

It  Is  Ordered,  pursuant  to  Section  11(b)(1)  of  the 
Public  Utility  Holding  Company  Act  of  1935  that  Stand¬ 
ard  Gas  and  Electric  Company  shall  sever  its  relation¬ 
ship  with  the  companies  hereinafter  designated,  and  the 
subsidiaries  thereof,  by  disposing  or  causing  the  dispo¬ 
sition  in  any  appropriate  manner  not  in  contravention 
of  the  applicable  provisions  of  said  Act  or  the  Rules  and 
Regulations  promulgated  thereunder,  of  its  direct  and 
indirect  ownership,  control  and  holding  of  securities 
issued  by  The  California  Oregon  Power  Company,  Moun¬ 
tain  States  Power  Company,  Southern  Colorado  Power 
Company,  Oklahoma  Gas  and  Electric  Company,  Louis¬ 
ville  Gas  and  Electric  Company  (Delaware),  Northern 
States  Power  Cimpany  (Delaware),  Empresa  de  Servi- 
cios  Publicos  de  los  Astados  Mexicanos,  S.  A.,  Wisconsin 
Public  Service  Corporation,  Market  Street  Railway  Com¬ 
pany,  Horse  Shoe  Lake  Oil  and  Gas  Company,  San  Diego 
Securities  Company,  Pacific  Gas  and  Electric  Company, 
The  Little  Wolf  Power  Company,  Madaras  Rotor  Power 
Company,  Tri-State  Land  Company,  and  Securities  Cor¬ 
poration  General,  and  of  securities  of  the  subsidiaries 
thereof  as  the  same  may  from  time  to  time  be  acquired 
by  Standard  Gas  and  Electric  Company. 

It  Is  Further  Ordered  that  jurisdiction  be  and  is 
hereby  reserved  to  enter  other  and  further  orders  re- 
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quiring  the  Respondents  herein  to  take  such  action  with 
respect  to  any  of  the  remaining  issues  in  this  proceed¬ 
ing  as  may  be  necessary  for  compliance  with  Section  11 
(b)  (1)  of  said  Act. 

By  the  Commission. 

Francis  P.  Brassor, 
Secretary. 


[seal] 
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PHILADELPHIA  EXHIBIT  No.  2 

[11  S.E.C.  689;  Holding  Co.  Act  Release  No.  3607;  dated 
June  19,  1942;  received  in  evidence  at  Transcript  page 

No.  134] 

SECURITIES  AND  EXCHANGE  COMMISSION 


Philadelphia 

In  the  Matter  of 

STANDARD  POWER  AND  LIGHT 
CORPORATION 

File  No.  59-13 

FINDINGS 
>*  AND 
OPINION 

(Headnotes  and  appearances  omitted) 


SIMPLIFICATION  OF  HOLDING  COMPANY  SYSTEM 

This  matter  arises  under  Section  11(b)(2)  of  the 
Public  Utility  Holding  Company  Act  of  1935.  We  en¬ 
tered  a  Notice  of  and  Order  for  Hearing  on  June  5, 1940 
in  which  we  made  certain  allegations  concerning  the  Re¬ 
spondent,  Standard  Power  and  Light  Corporation  ( here¬ 
inafter  referred  to  as  Standard  Power)  and  ordered  a 
hearing  to  be  held  on  July  8, 1940  to  determine: 

(1)  Whether  the  allegations  contained  in  the  No¬ 
tice  of  and  Order  for  Hearing  were  true  and 
accurate; 

(2)  Whether  it  is  necessary  to  discontinue  the  ex¬ 
istence  of  Standard  Power; 
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1  (3)  If  so,  what  steps  are  necessary  for  the  discon¬ 
tinuance  of  the  existence  of  Standard  Power; 

(4)  What  further  action,  if  any,  is  necessary  and 
shall  be  required  to  be  taken  by  Standard  Pow¬ 
er  to  insure  that  the  corporate  structure  or  con¬ 
tinued  existence  of  Standard  Power  do  not  un¬ 
duly  or  unnecessarily  complicate  the  structure, 
or  unfairly  or  inequitably  distribute  the  voting 
power  among  security  holders  of  the  Standard 
Power  holding-company  system. 

Among  other  things  it  was  alleged  in  the  Notice  of 
and  Order  for  Hearing  that  Standard  Power  is  a  holding 
company  with  respect  to  Standard  Gas  and  Electric 
Company  (hereinafter  referred  to  as  Standard  Gas) 
which  latter  company  has  subsidiary  companies  which 
are  holding  companies,  and  that  the  continued  existence 
and  corporate  structure  of  Standard  Power  unduly  and 
unnecessarily  complicate  and  unfairly  and  inequitably 
distribute  the  voting  power  among  security  holders  of 
the  Standard  Power  holding-company  system. 

At  the  hearing  on  July  8,  1940  and  the  subsequent 
hearing  on  April  29,  1942,  Counsel  for  the  Public  Utili¬ 
ties  Division  introduced  evidence  bearing  on  the  issues 
sought  to  be  determined.1  Although  no  formal  answer 


1  During  the  interim  between  the  two  hearings  Standard 
Power  filed  a  voluntary  plan  of  reorganization  pursuant  to  the 
provisions  of  Section  11(e)  of  the  Act  wherein  it  was  pro¬ 
posed,  among  other  things,  to  reorganize  the  company  and  to 
continue  business  as  an  investment  company.  (See  Standard 
Power  and  Light  Corporation,  File  No.  54-29).  Hearings  were 
held  but  before  any  order  was  entered  by  the  Commission  the 
company  on  April  10,  1942  withdrew  its  application  for  ap¬ 
proval  of  the  plan. 
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was  filed,  counsel  for  the  Respondent  stated  that  the 
company  performed  no  useful  functions  and  was  willing 
to  take  such  steps  as  necessary  to  enable  it  to  cease  be¬ 
ing  a  holding  company  provided  such  steps  were  con¬ 
sistent  with  the  rights  and  the  interests  of  its  creditors 
and  stockholders.  Notwithstanding  such  admission  coun¬ 
sel  reserved  all  constitutional  questions  which  might 
arise  as  a  result  of  these  proceedings.  Counsel  for  the 
Respondent  have  waived  a  trial  examiner’s  report  and 
such  right  as  they  may  have  to  submit  specific  requests 
for  findings  of  fact  or  to  be  heard  further  by  us  through 
oral  argument  or  brief. 

Counsel  for  the  Public  Utilities  Division  have  stated 
that  Standard  Power  is  unnecessary,  that  it  serves  no 
useful  purpose  and  should  be  eliminated,  and  Counsel 
for  the  Respondent  have  admitted  that  at  the  present 
time  that  is  so.  Based  on  our  examination  of  the  record 
we  are  of  the  opinion,  for  the  reasons  hereinafter  stated, 
that  the  continued  existence  of  Standard  Power  is  not 
in  conformity  with  Section  11(b)(2)  of  the  Act  and  we 
conclude  that  an  order  should  be  entered  requiring  that 
Standard  Power  shall  be  liquidated  and  its  existence  ter¬ 
minated.  Before  discussing  the  basis  for  our  conclu¬ 
sions,  we  review  briefly  the  background  against  which 
this  proceeding  was  brought. 

I.  The  Standard  Power  and  Light  Corporation 
Holding-Company  System 

Standard  Power  is  a  registered  holding  company 
and  has  only  one  direct  subsidiary,  Standard  Gas,  which 
is  also  a  registered  holding  company.  Both  are  Dela¬ 
ware  corporations  and  neither  is  a  public  utility  com¬ 
pany.  Subsidiaries  of  Standard  Gas  operate  in  more  than 
twenty  states  and  Mexico  furnishing  electric,  gas,  trans- 
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portation,  steam  heating,  telephone,  water  service,  or  a 
combination  of  one  or  more  of  such  services  to  a  total 
estimated  population  of  6,300,000.  A  table  of  such  sub¬ 
sidiaries  is  attached  as  Exhibit  A. 

Standard  Power  owns  no  property.  Its  assets  con¬ 
sist  almost  entirely  of  securities  of  other  corporations. 
It  owns  53.64%  of  the  common  stock  of  Standard  Gas, 
however,  whose  consolidated  assets  as  at  December  31, 
1940  were  stated  at  $777,116,459.41.  This  figure  includes 
investments  in  subsidiaries,2  not  consolidated,  which 
were  stated  on  the  consolidated  balance  sheet  of  Stand¬ 
ard  Gas  at  $55,948,684.  These  unconsolidated  subsid¬ 
iaries  in  turn  control  extensive  properties  and  assets 
running  into  millions  of  dollars. 

As  of  December  31,  1941,  the  outstanding  capitali¬ 
zation  of  Standard  Power  was  as  follows : 

Capital  Stock: 

Preferred  Stock,  $7  Cumulative,  no  par 
value  with  a  stated  value  of  $25  per 
share.  (Preference  in  liquidation  $100 
per  share  and  dividend  arrears ) 

Authorized  200,000  shares 

Issued  and  outstanding  34,054  shares3 .  $851,350 

Common  Stock,  par  value  $1  each 

Authorized  1,500,000  shares 

Issued  and  outstanding  1,320,000  shares..  1,320,000 

^These  are  companies  in  which  Standard  Gas  owns  less 
than  50%  of  the  voting  stock  or  which  are  in  reorganization 
under  Section  77B  of  the  Bankruptcy  Act. 

Cumulative  dividends  accrued  as  of  December  31,  1941 
amounted  to  $55.06  per  share  or  a  total  of  $1,875,240.27. 
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Common  Stock,  Series  B,  no  par  value 
Authorized  500,000  shares 
Issued  and  outstanding  110,000  shares 
( rights  reserved  with  respect  to  330,000 
shares  surrendered  and  cancelled ) 4 .  440,000 

Standard  Powers  investments  at  December  31,  1941 
consisted  of  securities  of  Standard  Gas,  Standard  Gas 
subsidiaries  and  other  miscellaneous  holdings  which  are 
listed  below  at  their  market  price  as  of  3/31/42 : 


4H.  M.  Byllesby  and  Co.,  under  agreement  dated  June  28, 
1940  surrendered  for  cancellation  and  extinguishment  certifi¬ 
cates  for  330,000  shares  of  common  stock.  Series  B,  with  a 
reservation  of  the  right  on  the  part  of  Byllesby  &  Co.  to  re¬ 
ceive  upon  any  distribution  of  the  assets  of  Standard  Power, 
whether  upon  dissolution,  merger,  consolidation,  or  otherwise, 
an  appropriate  share  in  the  assets  of  the  corporation  on  parity 
with  the  holders  of  common  stock  and  common  stock,  Series 
B,  in  an  amount  which  would  have  been  the  distributive  share 
of  330,000  shares  of  such  common  stock,  Series  B,  if  the  cer¬ 
tificates  therefor  had  not  been  surrendered. 


Standard  Gas  Securities: 
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No  dividends  have  been  paid  on  the  preferred  stock 
since  1934.  The  company’s  balance  sheet  contains  a  cap¬ 
ital  surplus  account  which  at  December  31,  1941  was 
stated  at  $134,336,911  and  the  investments  are  carried 
at  cost  prices.  However,  the  investments  at  market 
values  plus  cash  which  together  constitute  almost  all 
the  assets  have  not  covered  the  liquidating  preference 
of  the  preferred  stock  since  1939  as  the  following  table 
shows : 


Liq.  Value 

Aggregate  and  Accrued 

Y ear  Mkt.  Value  of  Cash  on  Div.  of 

Dec.  SI  Securities  Hand  Total  Pfd.  Stock  Excess 
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It  appears  from  the  above  table  that  the  liquidating 
preference  of  Standard  Power’s  preferred  stock  as  at 
December  31, 1941  totaled  $5,280,640.27.  Cash  on  hand  at 
the  same  date  was  $73,608.  Investments  totaled 
$1,205,590  valued  at  market  prices  as  of  March  31,  1942. 
Thus  the  liquidating  preference  of  the  preferred  stock  as 
of  December  31,  1941  is  over  $4,000,000  more  than  the 
current  market  value  of  practically  all  the  assets  of  the 
company  as  of  March  31,  1942.  There  is  also  serious 
question  whether  the  common  stock  of  Standard  Gas  will 
be  accorded  any  value  in  the  eventual  reorganization  of 
that  company  and  therefore  it  is  doubtful  whether  the 
stock  held  by  Standard  Power  should  be  considered  as 
an  asset  with  the  cash  value  attributed  to  it  by  the  mar¬ 
ket  quotation. 

We  observe  that  some  of  the  senior  securities  of 
Standard  Gas  are  owned  by  Standard  Power  but  we  do 
not  here  determine  the  rank  or  participation  which 
Standard  Power’s  holdings  in  Standard  Gas  securities 
should  take  in  a  reorganization  of  Standard  Gas  as 
against  those  securities  held  by  the  public. 

n.  Standard  Power  and  Light  Corporation — Its 
History  and  Functions 

Standard  Power  was  organized  under  the  laws  of 
the  State  of  Delaware  in  1925.  Its  outstanding  preferred 
stock  has  no  voting  power.  The  voting  power  is  lodged 
in  the  common  stock  of  which  there  are  1,320,000  shares 
outstanding  and  the  common  stock  Series  B  of  which 
there  are  110,000  shares  outstanding.5 

The  common  stock  Series  B  shares  equally  in  divi¬ 
dends  and  upon  distribution  of  assets  with  the  common 
stock  but  there  is  a  difference  in  the  voting  power.  The 
Class  A  stockholders  of  Standard  Power  have  the  power 
to  elect  a  majority  of  the  directors  of  Standard  Power, 
and  those  directors  had  the  right  to  elect  a  minority  of 


3See  footnote  4. 
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the  board  of  directors  of  Standard  Gas.  The  Class  B 
stockholders  have  the  right  to  elect  a  minority  of  the 
Standard  Power  board,  but  those  directors  had  the  right 
to  elect  the  majority  of  the  Standard  Gas  directors.  In 
1938  after  Standard  Gas  had  been  reorganized  under 
Section  77B  of  the  Bankruptcy  Act,  the  board  of  direc¬ 
tors  was  reduced  from  fifteen  to  nine  of  which  the  hold¬ 
ers  of  the  notes  and  debentures  could  elect  one,  the  pre¬ 
ferred  stockholders  four,  and  the  common  stock  of 
Standard  Gas  had  the  right  to  elect  the  remaining  four 
so  that  the  provisions  of  Standard  Power’s  charter  with 
respect  to  the  election  of  Standard  Gas  directors  no 
longer  could  be  applied  according  to  its  terms.  The  ques¬ 
tion  of  voting  rights  of  the  Class  A  and  Class  B  directors 
of  Standard  Power  with  reference  to  the  holdings  of  the 
stock  of  Standard  Gas  has  been  undetermined  in  any 
judicial  proceeding. 

Other  than  voting  the  stock  of  Standard  Gas  and 
performing  other  incidental  corporate  functions  such  as 
filing  tax  returns  and  reports  required  by  governmental 
agencies,  Standard  Power  does  no  business  and  is  en¬ 
tirely  useless  as  far  as  its  holding  company  system  is 
concerned. 

Its  income  and  expenses  since  1935  have  been  as 


follows : 

Year 

Income 

Expenses 

Balance 

1935  . 

....  $  14,821 

$  48,516 

($33,695) 

1936  . 

....  29,130 

66,217 

(37,087) 

1937  . 

....  28,388 

91,667 

(63,279) 

1938  . 

....  30,052 

83,110 

(53,058) 

1939  . 

....  26,190 

63,012 

(36,822) 

1940  . 

....  49,574 

56,098 

(6.524) 

1941  . 

....  67,648 

37,514 

30,134 

Total . 

....  $245,803 

$446,134 

($200,331) 

(  )  Indicates  red  figures 
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Thus,  expenses  of  operation  have  aggregated  $446,134 
since  1935,  exceeding  income  by  more  than  $200,000. 
Obviously,  it  is  detrimental  to  the  interests  of  stockhold¬ 
ers  of  Standard  Power  to  continue  the  existence  of  the 
company. 

Notwithstanding  the  uselessness  of  Standard  Pow¬ 
er  and  the  continued  cost  of  operating  the  company,  the 
management  has  not  liquidated  the  company  because  of 
two  alleged  obstacles.  The  first  of  these  is  caused  by  the 
fact  it  is  uncertain  whether  Standard  Power  has  been 
released  from  its  obligations  under  its  6%  debentures 
due  1957  and  assumed  by  Standard  Gas  in  1930 ;  second¬ 
ly,  Standard  Power  is  involved  in  pending  litigation.  The 
nature  of  these  obstacles  will  be  more  fully  discussed  be¬ 
low: 


(1)  Standard  Power  Debentures 
On  January  7,  1930  Standard  Power  entered  into  an 
agreement  with  Standard  Gas  whereby  $24,000,000 
principal  amount  of  6  c/c  debentures  due  1957  of  Standard 
Power  were  duly  assumed  by  Standard  Gas  under  the 
provisions  of  the  indenture  securing  such  debentures. 
Standard  Gas  entered  into  a  supplemental  indenture 
with  the  trustee  and  since  that  time  has  paid  the  inter¬ 
est.  Standard  Power  has  not  considered  such  debentures 
a  liability  accruing  in  the  event  that  Standard  Gas 
should  not  eventually  pay  the  principal  when  due.  How¬ 
ever,  there  has  been  no  judicial  ruling  to  the  effect  that 
the  assumption  of  the  debentures  constituted  a  novation 
which  released  Standard  Power  from  its  obligation  as 
the  maker  of  the  debentures  and  Standard  Power  has 
been  unable  to  secure  an  opinion  of  counsel  to  that  effect. 
Thus  the  holders  of  the  Standard  Power  debentures  may 
have  an  interest  in  the  assets  of  Standard  Power  even 
though  the  debentures  have  been  assumed  by  Standard 
Gas  and  it  is  impossible  to  forecast  at  this  time  whether 
Standard  Gas  will  ever  fail  to  meet  interest  and  prin- 
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cipal  requirements.  As  a  result  of  the  plan  of  reorgani¬ 
zation  of  Standard  Gas  in  1938  the  holders  of  Standard 
Power  debentures  may  exchange  them  for  Standard  Gas 
debentures.  However,  the  Standard  Power  debenture 
holders  that  do  not  exchange  may  have  an  additional 
right  to  look  to  Standard  Power  for  payment  in  the  event 
that  Standard  Gas  defaults.  Therefore  some  provision 
for  the  oosition  of  Standard  Power  debenture  holders 

A. 

must  be  made  in  any  plan  whereby  Standard  Power’s 
assets  are  distributed,  unless  it  be  determined  in  appro¬ 
priate  proceedings  that  there  was  a  novation  and  the 
debenture  holders  have  no  claim. 

(2)  Litigation 

Standard  Power  is  a  defendant  in  two  actions 
brought  by  Daniel  O.  Hastings,  Special  Trustee  for 
Standard  Gas.  One  of  these  actions  was  brought  in  De¬ 
cember  1941  in  the  Court  of  Chancery  of  the  State  of 
Delaware  in  and  for  New  Castle  County  in  which  one  of 
the  causes  of  action  alleges  in  substance  that  in  1925 
and  1926  Standard  Gas  acquired  certain  securities  and 
thereafter  transferred  them  for  an  inadequate  consid¬ 
eration  to  Standard  Power  whereby  the  assets  of  Stand¬ 
ard  Gas  were  wasted  and  Standard  Power  was  unjustly 
enriched  in  a  large  undetermined  amount.  Standard 
Power  has  indicated  its  intention  to  contest  the  action 
upon  the  merits  and  also  upon  the  grounds  that  the 
causes  of  action,  if  any,  are  barred  by  the  statutes  of 
limitation.  The  same  plaintiff  has  brought  a  similar  ac¬ 
tion  in  the  Supreme  Court,  State  of  New  York,  upon  the 
same  causes  of  action  but  Standard  Power  has  not  been 
served  with  process  and  has  not  indicated  any  intention 
of  voluntarily  submitting  to  the  court’s  jurisdiction. 

The  former  suit  therefore  constitutes  an  additional 
complication  confronting  the  liquidation  of  Standard 
Power  for  the  reason  that  the  plaintiff  therein  may  ulti¬ 
mately  be  awarded  a  judgment  which  would  have  to  be 
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satisfied  before  any  distribution  of  assets  could  be  made 
to  Standard  Power’s  stockholders.  It  is  impossible  at 
this  time,  however,  to  estimate  the  amount  of  the  judg¬ 
ment  if  any,  which  might  ultimately  be  secured  because 
the  plaintiff  has  alleged  that  the  extent  of  Standard 
Gas’  damages  is  unknown  and  can  only  be  determined 
upon  an  accounting.  Therefore,  unless  the  case  is  soon 
disposed  of  some  provision  must  be  made  for  this  con¬ 
tingency. 

The  possible  claims  of  Standard  Power’s  debenture 
holders  and  the  plaintiff  in  the  pending  litigation  while 
perplexing  are  not  insurmountable  obstacles  to  the  elim¬ 
ination  of  Standard  Power.  Adequate  machinery  may  be 
provided  by  Section  11  ( e ) c  of  the  Act  whereby  a  plan 
may  be  proposed  which  would  either  make  provision  for 
these  claims  or  not  as  the  facts  warrant.  In  the  event 
that  such  claimants  were  not  satisfied  with  the  treat¬ 
ment  accorded  them  they  would  have  their  recourse 
when,  following  our  approval  of  the  plan,  application  is 
made  for  court  enforcement  in  accordance  with  the  pro¬ 


jection  11  (e)  provides,  in  part,  as  follows: 

“.  . .  any  registered  holding  company _ may,  at  any  time 

after  January  1,  1936,  submit  a  plan  to  the  Commission 
for  the  divestment  of  control,  securities,  or  other  assets, 
or  for  other  action  by  such  company  or  any  subsidiary 
company  thereof,  for  the  purpose  of  enabling  such  com¬ 
pany  or  any  subsidiary  company  thereof  to  comply  with 
the  provisions  of  subsection  (b).  If,  after  notice  and  op¬ 
portunity  for  hearing  the  Commission  shall  find  such  plan, 
as  submitted  or  as  modified,  necessary  to  effectuate  the 
provisions  of  subsection  (b)  and  fair  and  equitable  to  the 
persons  affected  by  such  plan,  the  Commission  shall  make 
an  order  approving  such  plan ;  and  the  Commission  at  the 
request  of  the  company,  may  apply  to  a  court,  in  accord¬ 
ance  with  the  provisions  of  subsection  (f)  of  Section  18, 
to  enforce  and  carry  out  the  terms  and  provisions  of  such 
plan  . . .” 
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visions  of  the  Act.  Alternatively,  under  Section  11(d) 
proceedings  in  a  United  States  District  Court  to  enforce 
an  order  of  liquidation  under  Section  11(b)  ( 2 ) ,  the 
Court  might  adjudicate  such  claims. 

in.  Applicability  of  Section  11(b)(2)  of  the  Act 

In  considering  the  applicability  of  Section  11(b) 
( 2 ) 7  of  the  Act  to  a  company  whose  continued  existence 
is  being  questioned  under  that  section  we  have  held  that 
certain  holding  companies  which  serve  no  useful  eco¬ 
nomic  purpose  in  the  circumstances  of  the  cases  decided 
by  us  unduly  and  unnecessarily  complicated  the  struc¬ 
ture  of  the  holding  company  systems  of  which  they  were 
a  part.8  On  the  basis  of  the  record  in  this  proceeding  we 

7Section  11  (b)  (2)  reads  as  follows: 

“It  shall  be  the  duty  of  the  Commission,  as  soon  as  prac¬ 
ticable  after  January  1,  1938 : 

*■***♦ 

(2)  To  require  by  order,  after  notice  and  opportunity  for 
hearing,  that  each  registered  holding  company,  and  each  sub¬ 
sidiary  company  thereof  shall  take  such  steps  as  the  Commis¬ 
sion  shall  find  necessary  to  ensure  that  the  corporate  structure 
or  continued  existence  of  any  company  in  the  holding-company 
system  does  not  unduly  or  unnecessarily  complicate  the  struc¬ 
ture,  or  unfairly  or  inequitably  distribute  voting  power  among 
security  holders,  of  such  holding-company  system.  In  carrying 
out  the  provisions  of  this  paragraph  the  Commission  shall  re¬ 
quire  each  registered  holding  company  (and  any  company  in 
the  same  holding-company  system  with  such  holding  com¬ 
pany)  to  take  such  action  as  the  Commission  shall  find  neces¬ 
sary  in  order  that  such  holding  company  shall  cease  to  be  a 
holding  company  with  respect  to  each  of  its  subsidiary  com¬ 
panies  which  itself  has  a  subsidiary  company  which  is  a  hold¬ 
ing  company . . .” 

8 Electric  Bond  and  Share  Company , . S.E.C . , 

Holding  Company  Act  Release  No.  2962  (August  23,  1941) : 

Columbia  Gas  and  Electric  Corporation , . S.E.C . . 

Holding  Company  Act  Release  No.  2477  (January  10,  1941). 
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conclude  that  Standard  Power  never  has  performed  and 
does  not  now  perform  any  useful  function  and  therefore 
its  continued  existence  is  unnecessary.0 

No  useful  purpose  would  be  served  by  our  reviewing 
again  the  unfortunate  history  of  Standard  Power.  It  is 
sufficient  to  refer  to  the  Federal  Trade  Commission  in¬ 
vestigations9 10  and  our  findings  and  opinion  in  H.  M. 
ByUesby  d  Co.,  6  S.E.C.,  639  (1940)  which  show  that 
Standard  Power’s  initial  purpose  was  not  to  be  of  serv¬ 
ice  to  its  subsidiaries  but  was  merely  a  means  of  com¬ 
promising  a  battle  between  two  groups  of  investment 
bankers  who  were  fighting  for  control  of  the  Philadel¬ 
phia  Company. 

Later,  another  group  including  different  investment 
bankers  engaged  in  a  contest  for  the  control  of  Standard 
Gas.  The  eventual  outcome  of  this  struggle  brought  it 
a  substantial  voice  in  the  management  of  that  company 
and  its  subsidiaries,  and  also  the  right  to  nominate  the 
investment  bankers  who  would  reap  the  profits  from 
underwriting  the  sale  of  future  security  issues  of  com¬ 
panies  in  the  Standard  Gas  system.  In  this  contest 
Standard  Gas  common  stock  was  bought  at  prices  which 
as  subsequently  became  apparent  had  little  relation  to 
underlying  assets  and  earning  power,  but  merely  repre- 

9In  fact  counsel  for  the  company  who  from  1930  to  1934 
was  one  of  its  directors,  stated  that  the  company  performs 
no  useful  functions,  is  unnecessary  and  should  be  eliminated. 
Entirely  apart  from  the  admission  of  counsel,  however,  we  are 
under  a  clear  duty,  imposed  by  Section  11  (b)  (2),  to  inde¬ 
pendently  examine  and  appraise  Standard  Power’s  functions 
and  status  under  that  Section,  see  The  North  American  Com¬ 
pany  and  Its  Subsidiary  Companies . . S.E.C . .  Hold¬ 

ing  Company  Act  Release  No.  2832. 

10See  Summary  Report  of  the  Federal  Trade  Commission 
(Senate  Document  92,  Part  72-A,  70th  Congress  1st  Sess. 
(1931). 
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sented  the  cost  of  control,  the  benefits  of  which  accrued 
almost  solely  to  the  members  of  the  contesting  groups.  In 
the  acquisition  of  this  stock,  the  resources  of  sundry 
investment  trusts  and  holding  companies  no  longer  in 
existence,  but  at  the  time  under  the  domination  of  one 
or  another  of  the  members  of  the  contesting  groups, 
were  used  to  a  very  considerable  extent  the  public  as 
usual  furnishing  a  large  percentage  of  the  money  in¬ 
volved.11 

An  examination  of  the  financial  statements  of 
Standard  Power  reveals  that  the  company  has  had  an 
earned  surplus  deficit  since  1935  totaling  about  $200,000 
and  as  before  noted  dividend  arrears  on  its  preferred 
stock  amounted  to  $55.06  per  share  on  December  31, 
1941  or  an  aggregate  of  $1,875,240  on  the  34,054  shares 
outstanding.  Consideration  of  the  foregoing  convinces 
us  that  Standard  Power  is  in  no  position  to  be  of  finan¬ 
cial  assistance  to  its  subsidiaries. 

Viewed  realistically,  Standard  Power  is  no  more 
than  a  corporate  shell,  holding  blocks  of  securities  suffi¬ 
cient  in  quantity  to  elect  at  least  4  directors  out  of  9 
of  the  board  of  its  subsidiary,  Standard  Gas.  For  its 
subsidiaries  Standard  Power  performs  no  functions 
whatever  and  is  in  no  position  to  be  of  any  benefit  to 
them.  Under  the  circumstances,  we  have  no  hesitancy 
in  concluding  that  the  continued  existence  of  Standard 
Power  unnecessarily  complicates  the  structure  of  the 
holding  company  system  of  which  it  is  a  part,  thus 
offending  against  Section  11(b)  (2)  of  the  Act. 

Moreover,  we  find  upon  an  examination  of  the  pyra¬ 
mid  of  companies  which  constitute  the  Standard  Power 

“Report  of  the  Securities  and  Exchange  Commission  on 
Investment  Trusts  and  Investment  Companies.  Part  3,  Chap¬ 
ter  VI,  Part  II,  pp.  2201-2202 ;  Part  4. 
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integrated  holding  company  system  that  there  are  five 
tiers  of  companies  as  follows:12 

Standard  Power  and  Light  Corporation* 

Standard  Gas  and  Electric  Company* 
Philadelphia  Company* 

Duquesne  Light  Company 

Allegheny  County  Steam  Heating  Company 

This  pyramid  of  companies  exists  in  contravention 
of  the  second  sentence  of  Section  11(b)  (2)  which  for¬ 
bids  the  perpetuation  of  more  than  two  tiers  of  holding 
companies.  In  view  of  our  conclusion  that  Standard 
Power  is  an  unnecessary  holding  company,  we  find  that 
Standard  Power  is  an  appropriate  company  to  be  elim¬ 
inated  from  this  pyramided  structure. 

Moreover,  the  corporate  structure  of  Standard 
Power  likewise  offends  against  Section  11(b)  (2)  due 
to  the  possible  liability  of  Standard  Power  on  its  6% 
Debentures,  due  1957.  As  of  March  31,  1942  there  were 
$16,876,800  principal  amount  of  debentures  still  outstand¬ 
ing.13  Although  this  possible  liability  may  never  be  as¬ 
serted  so  long  as  Standard  Gas  does  not  default  in  its 
assumption  of  liability,  the  fact  remains  that  Standard 
Power’s  assets  at  market  prices  have  been  worth  less 
than  the  liquidating  preference  of  the  preferred  stock 
for  a  number  of  years  as  the  table  on  page  5  shows. 
Taking  cognizance  of  the  preferred  stockholders’  liqui¬ 
dation  rights  which  as  of  December  31,  1941  amounted 
to  $5,280,640,  it  is  plain  to  us  and  we  find  that  the 
corporate  structure  of  Standard  Power,  even  assuming 
no  claims  will  ever  be  asserted  against  Standard  Power 

12 We  have  heretofore  ordered  Standard  Gas  to  divest 
itself  of  all  its  subsidiaries  except  the  Philadelphia  Company. 
See  Holding  Company  Act  Release  No.  2929. 

♦Registered  holding  companies. 

130f  this  amount  $1,150,000  principal  amount  were  held 
by  Standard  Gas  and  $15,726,800  principal  amount  were  out¬ 
standing  with  the  public. 
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on  account  of  the  debentures,  offends  against  Section 
11(b)(2)  of  the  Act  in  that  it  unduly  and  unnecessarily 
complicates  the  structure  of  the  Standard  Power  hold¬ 
ing  company  system. 

In  addition  to  the  above  reasons  for  eliminating 
Standard  Power,  we  are  convinced  that  the  voting  power 
of  the  Standard  Power  system  is  unfairly  and  inequi¬ 
tably  distributed  among  the  security  holders  of  the 
Standard  Power  holding  company  system  by  reason  of 
the  very  existence  of  Standard  Power.  Standard  Gas 
common  stock  has  the  power  to  elect  4  out  of  9  directors 
of  Standard  Gas.14  As  we  have  pointed  out  the  assets 
of  Standard  Power,  valued  at  recent  market  prices,  are 
over  $4,000,000  less  than  the  liquidating  preference  of 
the  preferred  stockholders  and  yet  the  sole  voting  power 
is  vested  in  the  common  stock  which  apparently  has  no 
equity  in  the  company  whatever.  Without  deciding 
whether  the  common  stockholders  should  have  any  vot¬ 
ing  rights,  it  is  obvious  that  the  present  distribution  of 
voting  power  offends  against  the  standards  of  Section 
11(b)(2)  of  the  Act.  As  we  have  decided  to  order  the 
elimination  of  Standard  Power  it  is  unnecessary  to  de¬ 
termine  how  the  voting  rights  of  Standard  Power 
should  be  distributed. 

At  this  time,  we  do  not  determine  or  indicate  in 
what  manner  Standard  Power’s  assets  should  be  dis¬ 
tributed  or  in  what  manner  the  various  contingencies 
should  be  provided  for.  We  also  leave  open  for  later 
decision  the  treatment  which  should  be  accorded  the 
claims  of  the  various  classes  of  stockholders.  These 

MWe  have  serious  doubt  as  to  whether  the  common  stock 
of  Standard  Gas  should  be  permitted  to  continue  the  exercise 
of  its  voting  rights  in  view  of  the  unfair  and  inequitable  dis¬ 
tribution  of  voting  power  among  the  security  holders  of  Stand¬ 
ard  Gas.  However,  that  question  is  not  before  us  at  this  time 
and  will  be  considered  at  a  more  appropriate  occasion. 
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questions  can  only  be  answered  after  a  more  exhaustive 
inquiry  into  the  relevant  factors  as  shaded  by  equitable 
considerations  and  other  applicable  principles  of  the 
Act.  We  reserve  jurisdiction  to  pass  on  these  questions 
at  a  later  time. 

In  light  of  the  elaborate  provisions  of  the  Act  de¬ 
signed  to  protect  the  public  interest  and  the  interest 
of  investors  and  consumers  we  are  under  a  duty  to 
ensure  that  such  interests  are  properly  safeguarded  in 
every  step  which  is  proposed  to  be  taken  by  a  company, 
voluntarily  or  involuntarily,  to  accomplish  the  objec¬ 
tives  of  Section  11(b)  ( 2 ) .  The  questions  involved  here, 
however,  remain  for  our  further  study  and  decision, 
and,  accordingly,  jurisdiction  is  reserved  for  that  pur¬ 
pose. 


CONCLUSIONS 

Under  the  circumstances  of  this  case  and  on  the 
record  presented,  we  find  that  the  liquidation  of  Stand¬ 
ard  Power  is  necessary  to  comply  with  the  requirements 
of  the  statute.  Accordingly,  we  conclude  that  an  order 
should  be  entered  at  this  time  directing  the  liquidation 
of  Standard  Power.  Our  order  will  provide  that  Stand¬ 
ard  Power  shall  proceed  with  due  diligence  to  bring 
about  its  liquidation  in  accordance  with  a  plan  that  is 
fair  and  equitable  to  the  security  holders  and  creditors 
affected  thereby.  Our  order  will  further  provide  that 
before  any  action  is  taken  by  Standard  Power  in  con¬ 
nection  with  its  liquidation  such  proposed  action  shall 
be  the  subject  of  an  appropriate  application  to  us,  and 
will  reserve  the  statutory  right  of  this  Commission  to 
propose  a  plan  if  it  so  determines. 

By  the  Commission  (Chairman  Purcell  and  Com¬ 
missioners  Healy,  Pike,  Burke,  and  O’Brien). 

Orval  L.  DuBois, 

Secretary. 


[seal] 
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UNITED  STATES  OF  AMERICA 

BEFORE  THE  SECURITIES  AND 
EXCHANGE  COMMISSION 

At  a  regular  session  of  the  Securities  and  Exchange 
Commission,  held  at  its  office  in  the  City  of  Philadelphia, 
Pa.,  on  the  19th  day  of  June,  A.D.,  1942. 

In  the  Matter  of 

STANDARD  POWER  AND  LIGHT 

CORPORATION 
File  No.  59-13 

The  Commission  having  on  June  5,  1940,  issued  its 
Notice  of  and  Order  for  Hearing  instituting  this  proceed¬ 
ing  pursuant  to  Section  11(b)(2)  of  the  Public  Utility 
Holding  Company  Act  of  1935;  and 

Hearings  having  been  held  to  determine  whether  the 
Commission  should  enter  an  order  requiring  the  liqui¬ 
dation  and  elimination  of  the  Respondent  from  the 
Standard  Power  and  Light  Corporation  holding  company 
system;  counsel  for  the  Public  Utilities  Division  of  the 
Commission  having  submitted  proposed  findings ;  and 
counsel  for  the  Respondent  having  waived  a  trial  exam¬ 
iner’s  report  and  having  waived  such  rights  as  they 
might  have  to  adduce  further  evidence,  request  specific 
findings,  make  oral  argument  or  file  briefs ;  and 

The  Commission  having  examined  the  record  herein 
and  having  this  day  made  and  filed  its  Findings  and 
Opinion  herein; 

It  Is  Ordered  pursuant  to  Section  11(b)(2)  of  said 
Act  that  Standard  Power  and  Light  Corporation  shall 
be  liquidated  and  its  existence  terminated. 

It  Is  Further  Ordered  that  said  Standard  Power 
and  Light  Corporation  shall  proceed  with  due  diligence 


ORDER 
>-  REQUIRING 
LIQUIDATION 
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to  submit  to  this  Commission  a  plan  for  its  prompt  liqui¬ 
dation,  and  the  termination  of  its  existence,  in  a  manner 
consistent  with  the  provisions  of  said  Act. 

It  Is  Further  Ordered  that  before  Standard  Power 
and  Light  Corporation  takes  any  step  or  action  for  the 
divestment  of  its  securities  or  other  assets  held  by  it  for 
the  purpose  of  enabling  the  said  Standard  Power  and 
Light  Corporation  to  comply  with  the  provisions  of  Sec¬ 
tion  11  of  said  Act  or  with  the  provisions  of  this  order, 
such  step  or  action  shall  be  the  subject  of  an  application 
or  applications  to  this  Commission  for  the  entry  of  neces¬ 
sary  or  appropriate  orders. 

It  Is  Further  Ordered  that  jurisdiction  be,  and  the 
same  hereby  is  reserved  to  enter  such  further  order  or 
orders  after  hearing  on  appropriate  notice  as  may  be 
necessary  or  appropriate  for  the  purpose  of  ensuring  that 
the  liquidation  of  Standard  Power  and  Light  Corpora¬ 
tion  is  accomplished  expeditiously  and  in  a  manner  that 
is  consistent  with  the  provisions  of  the  Act. 

1  It  Is  Further  Ordered  that  jurisdiction  be,  and  the 
same  hereby  is,  reserved  to  enter  such  further  order  or 
orders  after  hearing  on  appropriate  notice  for  the  pur¬ 
pose  of  determining  what  further  steps  should  be  taken 
by  the  Respondent  herein  to  bring  about  compliance  with 
the  requirements  of  Section  11(b)(2)  of  the  Act. 

It  Is  Further  Ordered  that  nothing  herein  shall  be 
deemed  a  waiver  of  the  Commission’s  right  to  propose  a 
plan  of  liquidation  if  it  so  determines. 

By  the  Commission. 


Orval  L.  DuBois, 

Secretary. 


[seal] 
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EQUITABLE  GAS  COMPANY 


RATE  DEPARTMENT 


Typical  Net  Monthly  Bills  for  Residential  Gas  Service 
In  the  Major  Communities  Served  by  Pennsylvania  Utilities 
Based  on  Data  Reported  in  the  A.GA.  Rate  List  as  of  September  15,  1946 

(Relative  Order  of  Bills,  Low  to  High,  Indicated  by  Red  Numerals* **) 


Net  BUI  &  Average  Rate  per  Therm  for 
Monthly  Use *  of 


10.6  Therms 

19.6  Therms 

30.6  Therms 

^0.6  Therms 

$  ^/T  R 

$  i/T  R 

$  tf/T  R 

$  (S/T  R 

,  U tUity  Serving 

EQUITABLE  GAS  COMPANY 
Manufacturers’  L.  &  H.  Co. 
Peoples  Natural  Gas  Co.,  The 

**  <<  <«  <<  a 

Phillips  Gas  &  Oil  Co.,  T.  W. 
Allentown-Bethlehem  Gas  Co. 
Consumers  Gas  Company 
Harrisburg  Gas  Company 
Luzerne  Co.  G.  &  E.  Company 
Pennsylvania  P.  &  L.  Co. 

it  it  it  U 

Philadelphia  Electric  Co. 

a  a  u 

Philadelphia  Gas  Works  Co. 
Scranton-Spring  Brook  W.  S.  Co. 
York  County  Gas  Company 


Major  Communities 

BTU 

PGH.,  New  Kensington 

1115 

Pgh.,  New  Castle,  Wash. 

1100 

Pittsburgh 

1100 

Altoona,  Johnstown 

1100 

Butler 

1050 

Allentown,  Bethlehem 

520 

Reading 

520 

Harrisburg 

520 

Kingston,  Nanticoke 

520 

Lancaster 

520 

Wilkes-Barre 

520 

Chester 

520 

Norristown 

520 

Philadelphia 

530 

Scranton 

520 

York 

525 

1.00 

9.4 

2 

1.06 

5.4 

1 

1.18 

11.1 

3 

1.72 

8.8 

3 

1.18 

11.1 

3 

1.72 

8.8 

3 

1.20 

11.3 

5 

1.76 

9.0 

5 

0.76 

7.2 

1 

1.19 

6.1 

2 

2.58 

24.3 

10 

4.22 

21.5 

10 

2.58 

24.3 

10 

4.22 

21.5 

10 

2.34 

22.1 

8 

3.88 

19.8 

8 

3.15 

29.7 

16 

4.62 

23.6 

U 

2.55 

24.0 

9 

4.71 

24.0 

15 

2.96 

27.9 

U 

5.47 

27.9 

16 

2.69 

25.4 

12 

4.60 

23.5 

13 

2.24 

21.2 

7 

4.15 

21.2 

9 

1.85 

17.5 

6 

3.28 

16.7 

6 

2.89 

27.3 

13 

4.57 

23.3 

12 

2.98 

28.1 

15 

3.73 

19.0 

7 

1.64 

5.4 

1 

2.18 

5.4 

1 

2.37 

7.7 

3 

2.96 

7.3 

3 

2.37 

7.7 

3 

2.96 

7.3 

3 

2.43 

7.9 

5 

3.03 

7.5 

5 

1.71 

5.6 

2 

2.19 

5.4 

2 

5.80 

19.0 

9 

7.25 

17.9 

9 

5.80 

19.0 

9 

7.25 

17.9 

9 

5.46 

17.8 

8 

6.91 

17.0 

8 

6.42 

21.0 

12 

8.06 

19.9 

12 

7.35 

24.0 

16 

9.76 

24.0 

16 

6.58 

21.5 

U 

8.51 

21.0 

U 

6.74 

22.0 

15 

8.48 

20.9 

13 

6.47 

21.2 

IS 

8.59 

21.2 

15 

4.83 

15.8 

6 

6.25 

15.4 

6 

6.15 

20.1 

11 

7.60 

18.7 

11 

5.37 

17.5 

7 

6.80 

16.7 

7 

*  As  used  by  the  Bureau  of  Labor  Statistics:  10.6  T — Range;  19.6  T — Range  and  Manual  Type  Water  Heater;  30.6  T — Range  and  Automatic 
Storage  or  Inst.  Water  Heater;  40.6  T — Same  plus  Refrig. 

**Here  shown  in  columns  headed  “R.” 
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Basic  Transit  Fares  in  Pennsylvania  Cities  Having 
A  Population  of  100,000  or  Over  (1940  Census) 
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PHILADELPHIA  EXHIBIT  No.  24 


[Received  in  evidence  at  Transcript  page  No.  368; 
Witness:  Mr.  Fleger] 
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PHILADELPHIA  EXHIBIT  No.  25 

[Received  in  evidence  at  Transcript  Page  No.  371; 
Witness:  Mr.  Fleger] 

Philadelphia  Company 
Organization  Charts  as  of  February  21, 1947 
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PHILADELPHIA.  COMPANY 
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EXECUTIVE  DEPARTMENT 
Organ  i  tat  ic©  Chart 
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ADVERTISING  DEPARTMENT 
Organization  Chart 


Allegheny  County  St  oar.  Hoating  Company 
Chesnick  and  Harxaar  Railroad  Company 
Duquesne  Light  Company 
Equitable  Auto  Comparer 
Equitable  Gaa  Company 
Dquitable  Real  Estate  Company 
Finleyville  Oil  &  Gaa  Company 
Philadelphia  Company 
Philadelphia  Oil  Company 
Pittabtrgii  &  West  Virginia  Gaa  Company 
Trustees  for  Pittsburgh  Railways  Company 
Truateoa  for  Pittsburgh  Motor  Coach  Company 


Advertising  Manager 


H. Briggs,  JT. 


Assistant 

Advertising  Manager 


CJ£. Colvin 
_ 1 _ 


Supervisor  of 
Research 


A.GJ?«ln  D.E.  Harper  W.S.Nary 

R.M.Dayer 


Editor  of 

Copywriters 

Bookkeeper  4 
Clipping  Clerk 


C.C.Trichtingeri 


Philadelphia  Exhibit  No.  25. 


2257a 


LAW  DEPARTMENT 
Organization  Chart 


ALLEGHENY  COUNTY  STEAM  HEATING  COMPANY 
CHESWICK  AND  HAEMAR  RAILROAD  COMPANY 
DUQUESNE  LIGHT  COMPANY 
EQUITABLE  AUTO  COMPANY 
EQUITABLE  GAS  COMPANY 
EQUITABLE  REAL  ESTATE  COMPANY 
EQUITABLE  SALES  COMPANY 
FINLEYVILLE  OIL  AND  GAS  COMPANY 
KENTUCKY  WEST  VIRGINIA  GAS  COMPANY 
PHILADELPHIA  COMPANY 
PHILADELPHIA  OIL  COMPANY 
PITTSBURGH  AND  WEST  VIRGINIA  GAS  COMPANY 
TRUSTEES-  PITTSBURGH  MOTOR  COACH  COMPANY 
TRUSTEES-  PITTSBURGH  RAILWAYS  COMPANY 


Can  oral  Attorney 


Philip  A. 


Fleger 


Attorneys 

Office  Manager 

Manager 

Real  Estate  Div«n 

John  T.  Browi 

E.E.McCormick 

F.J.Holub 

Thos  .  J  .liunsch,  Jr  • 
Killian  J. Powell 
B.H. Sayers,  Jr. 
Howard  M.Swartz 
V.W.Thaoaa 
Henry  G.Wasson,Jr. 


NOTE:  The  General  Attorney  supervises  the  legal  work  of  all  of  the 
above  Companies,  excepting  the  Trustees  of  Pittsburgh  Motor 
Coach  Company  and  Pittsburgh  Railways  Cocpany. 

The  Real  Estate  Division  is  a  division'  of  all  of  the  above 
Companies,  including  the  Trustees  of  Pittsburgh  Motor  Coach 
Company  and  Pittsburgh  Railways  Company r  but  is  not  a  division 
of  Kentucky  Vest  Virginia  Gas  Company, 
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SECRETARY'S  DEPARTMENT 
ORGANIZATION  CHART 


Allegheny  County  Steam  Heating  Company 
Cheswlck  and  Harmar  Railroad  Company 
Duquesne  Light  Company 
Equitable  Auto  Company 
Equitable  Gas  Company 
Equitable  Real  Estate  Company 
Equitable  Sales  Company 
Finleyville  Oil  and  Gas  Company 
Kentucky  West  Virginia  Gas  Company 
Philadelphia  Company 
Philadelphia  Oil  Company 
Pittsburgh  and  West  Virginia  Gas  Company 
Trustees  -  Pittsburgh  Motor  Coach  Company 
Trustees  -  Pittsburgh  Railways  Company 


•Co  May  1,  1941,  the  Trustees  appointed  E.  w.  Washabaugh  Record  Agent, 
and  R.  D.  MeKlnnls  Assistant  Record  Agent* 


TELEPHONE  DEPARTUafT 
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i 
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TREASURY  DEPARTMENT 

Allegheny  County  Steam  Heating  Company 
Cheswick  and  Harmar  Railroad  Company 
Duquesne  Light  Cospany 
Equitable  Auto  Company 
Equitable  Gas  Company 
Equitable  Real  Satate  Cospany 
Equitable  Sales  Cospany 
Finleyrille  Oil  A  Gas  Cospany 
Kentucky  Meat  Virginia  Gas  Cospany 
Philadelphia  Cospany 
Philadelphia  Oil  Cospany 
Pittsburgh  A  West  Virginia  Gas  Company 
Trustees  for  Pittsburgh  Railways  Company 
Trustees  for  Pittsburgh  Motor  Coach  Company 


Organisation  Chart 


[TREASURER 


E.D  .Magahan 


[Assistant  to  Treasurer! 
W.C. Washburn, Jr. 


Assistant  Treasured 


Assistant  Treasurer 

Assistant  Treasurer 

0.J  .TTAIfraa 


C.  H.R  ibker  t 


C.PJAut 


Bookkeeping 

General 

(Chief) 

(Office  Manager) 

W.P.G.Voland 


5  •  C  .Knooh 


Credits 
*  Collections 

Railways 

Counting  Room 

Manager 

(Paymaster  | 

Cashier 

Outside  Agencies 


Superrisor 


Cashiers 


Cashier 


Stock  Transfer! 
A  Dividend 


Manager 


R.S.Bster 


S.  H  .Hunter 


C.R .Means  R.W.Z ittsrbart  W.R.Rugh 


Philadelphia  Exhibit  No.  26. 
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PHILADELPHIA  EXHIBIT  No.  26 

[Received  in  evidence  at  Transcript  page  No.  376; 

Witness:  Mr.  Fleger] 

Oral  Agreement  among  Companies  in  the  Philadelphia 
Company  Group  Pertaining  to  joint  Departments, 
Activities  and  Use  of  Property  and  Facilities 

There  was  in  existence  on  June  1,  1937,  an  execu¬ 
tory  oral  agreement,  made  many  years  prior  to  that 
date,  among  the  companies  in  the  Philadelphia  Company 
group,  providing  for  the  operation  of  joint  departments 
and  activities  and  the  joint  use  of  property  and  facili¬ 
ties,  which  is  still  in  effect. 

The  agreement  exists  between  the  following  com¬ 
panies  : 

Allegheny  County  Steam  Heating  Company 
Beaver  Valley  Motor  Coach  Company 
The  Beaver  Valley  Traction  Company 
Cheswick  &  Harmar  Railroad  Company 
Duquesne  Light  Company 
Equitable  Auto  Company 
Equitable  Gas  Company 
Equitable  Real  Estate  Company 
Equitable  Sales  Company 
Finleyville  Oil  &  Gas  Company 
Harwick  Coal  &  Coke  Company 
Philadelphia  Company 
Philadelphia  Oil  Company 
Pittsburgh  Motor  Coach  Company 
Pittsburgh  &  West  Virginia  Gas  Company 
Pittsburgh  Railways  Company 

The  agreement  provides  for  the  operation  of  a 
joint  department  or  activity  and  the  joint  use  of  prop¬ 
erty  and  facilities  by  any  two  or  more  companies  of  the 
group,  the  discontinuance  thereof  when  no  longer  need- 
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ed,  and  the  withdrawal  from  the  operation  or  use  there¬ 
of  by  any  company  at  its  option. 

The  cost  of  any  such  department  or  activity  or  prop¬ 
erty  or  facilities  jointly  maintained,  operated  or  owned 
is  required  by  the  agreement  to  be  distributed  among 
the  participating  companies  on  the  basis  of  the  work 
performed  for  each,  if  reasonably  possible  of  ascertain¬ 
ment,  otherwise  on  the  basis  of  the  gross  earnings  of 
such  companies  during  the  previous  year.  Where  prop¬ 
erty  or  facilities  owned  by  one  company  are  jointly  used 
by  another  one  or  more  companies,  the  owning  company 
is  required  to  be  made  whole  for  the  cost  to  it  of  the 
property  or  facilities,  based  on  the  portion  of  such  prop¬ 
erty  or  facilities  used  for  the  benefit  of  each  participating 
company. 


Philadelphia  Exhibit  No.  27.  2265a 

PHILADELPHIA  EXHIBIT  No.  27 

[Received  in  evidence  at  Transcript  Page  No.  3 88; 
Witness:  Mr.  Fleger] 

Duquesne  Light  Company 
Organization  Charts  as  of  February  17,  1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Duquesne  Light  Company  are  printed  as  a  part 
of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


OUQUE  5a/£  LIGHT  COMPANY 
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PHILADELPHIA  EXHIBIT  No.  28 

[Received  in  evidence  at  Transcript  Page  No.  388; 
Witness:  Mr.  Fleger] 

Allegheny  County  Steam  Heating  Company 
Organization  Charts  as  of  February  17,  1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Allegheny  County  Steam  Heating  Company  are 
printed  as  a  part  of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


ALLEGHENY  COUNTY  STEAM  HE  A  T /N  O  COMPANY 


MAN  AO  I* 


ALLS  GHZ N  Y  COUNTY  STB  AM  NEAT  I NG  COMPANY 

PLANNING  AMO  DEVELOPMENT  PERT. 


C*nct  er  i  &■**■ 
tft4T 


ALLEGHE NY  COUNTY 

SALES 


O'Htt oj>  V* ,n 

g'tr>4f 
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PHILADELPHIA  E3 


«:ii 


SIT  No.  29 


[Received  in  evidence  at  Transcript  Page  No.  389; 
Witness:  Mr.  Fleger] 


Cheswick  and  Harmar  Railroad  Company 
Organization  Charts  as  of  February  17,  1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Cheswick  and  Harmar  Railroad  Company;  are 
printed  as  a  part  of  Philadelphia  Exhibit  No.  25: 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


CHESWtCX  m«o  HAP  MAP  ffA/LPOAO  COMPANY 


Off*!  •/  *4ii**t*r 

t-rr-4t 


CHESW/CK  HAP.MAP.  RAILPOAO  COMPANY 


CHESW/CK  amo  HA  PMAP  RA/LROAO  COMPANY 

PL  A  NNtN  O  aho  Q£  V£L  OPM£N  T  0£P  T 


o**tc£  osAtce  p/o  cepr. 

4-/47 
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PHILADELPHIA  EXHIBIT  No.  30 

[Received  in  evidence  at  Transcript  Page  No.  390; 
Witness:  Mr.  Fleger] 

Equitable  Gas  Company 
Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Equitable  Gas  Company  are  printed  as  a  part 
of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 
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EQUITABLE  GA5  CO 

OPERATING  DEPARTMENTS 
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PHILADELPHIA  EXHIBIT  No.  31 

[Received  in  evidence  at  Transcript  Page  No.  391; 
Witness:  Mr.  Fleger] 

Pittsburgh  and  West  Virginia  Gas  Company 
Organization  Charts  as  op  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Pittsburgh  and  West  Virginia  Gas  Company 
are  printed  as  a  part  of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  " 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


oaoaniihiion  cm»»t 

PGH&W.VA.  GAS  CO. 


6a 
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TELEPHONE  OEPT  OPERATING  PEPTS  PlANNb&PEVVMt  DEPT  SALES  OEPT 

SUPT  OP  TELEPHONES  OPERATING  MGR.  ASST  TO  VICE  PRES.  AG  W.  MCI  GENl  SALES  M 

H  J.  SMITH  H  H  PI  GOT  T  FN  WOLF  R  LITTLE 


PGH&WVA.GAS  CO. 

OPERATING  DEPARTMENT) 
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E.W.THOERNER 
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ORGANIZATION  CHART 

PGH.  4  W.VA.  GAS  CO. 

SALES  DEPARTMENT 
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PHILADELPHIA  EXHIBIT  No.  32 


[Received  in  evidence  at  Transcript  Page  No.  392; 
Witness:  Mr.  Fleger] 


FlNLEYVILLE  OlL  AND  GAS  COMPANY 

Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Finleyville  Oil  and  Gas  Company  are  printed 
as  a  part  of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 

duplication. ) 


FINLEVV1LLE  OIL  8c  GAS  CO. 
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ORGANIZATION  CHART 

FINLEWILLE  OIL  i  QAS  CO. 

OPERATING  DEPT. 


OPERATING 

MANAGER 

H.H.P»OOTT 

general  supt.  p.(t. 

O  H  *ieu.*ON  jr 


ORGANIZATION  chart 
FINLE.VVIL.LE  OIL-  (  GAS  CO. 

PLANNIKW  <  DEVELOPMENT 
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PHILADELPHIA  EXHIBIT  No.  33 

[Received  in  evidence  at  Transcript  Page  No.  393; 
Witness:  Mr.  Fleger] 

Philadelphia  Oil  Company 
Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart* 
ments  of  Philadelphia  Oil  Company  are  printed  as  a  part 
of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


ORGANIZATION  CHART 

PHILADELPHIA  OIL  CO. 
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ORGANIZATION  CHART 

PHILADELPHIA  OIL  CO. 

OPERATING  DEPT. 


A. B  WATKINS 
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PHILADELPHIA  EXHIBIT  No.  34 

[Received  in  evidence  at  Transcript  Page  No.  393; 

Witness:  Mr.  Fleger] 

Kentucky  West  Virginia  Gas  Company 

Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Kentucky  West  Virginia  Gas  Company  are 
printed  as  a  part  of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Law 

Secretary’s  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


KENTUCKY  WEST  VIRGINIA  GAS  COMPANY 
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KENTOCXT  WEST  VIRGINIA  GAS  COMPANY 

EXECUTIVE  DEPARTMENT 
ORGANIZATION  CHART 


R*L*Appel  F.R,K«nn®dy  H»S«N9ttin£jJr» 
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KENTUCKY  WEST  VIRGINIA  GAS  COMPANY 

ORGANIZATION  CHART 
CONSTRUCTION  AND  OPERATION 


W.Walleta 


F.C.Whit# 

Vacancy 


R.Whita 
Earl  Wabb 


KENTUCKY  WEST  VIRGINIA  GAS  COMPANY 


Chief  Assistant 

Geologist  Draftsman  Engineer 

D.U» Young  W,0. Smith  F.C.Burchott 


KENTUCKY  WEST  VIRGINIA  GAS  COMPANY 
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PHILADELPHIA  EXHIBIT  No.  35 

[Received  in  evidence  at  Transcript  Page  No.  394; 
Witness:  Mr.  Fleger] 

Equitable  Real  Estate  Company 
Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Equitable  Real  Estate  Company  are  printed  as 
a  part  of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 

duplication. ) 


EQUITABLE  REAL  ESTATE  C  CUP  AMI 
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EQUITABLE  REAL  ESTATE  COMPANY 

EXECUTIVE  DEP ARTIEST 
Organ  i ta tlan  Chart 


Philadelphia  Exhibit  No.  36. 
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SIT  No.  36 


[Received  in  evidence  at  Transcript  Page  No.  395; 
Witness:  Mr.  Fleger] 


Equitable  Auto  Company 
Organization  Charts  as  of  February  17,  1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Equitable  Auto  Company  are  printed  as  a  part 
of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


equitable  auto  company 
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equitable  AUTO  company 
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PHILADELPHIA  EXHIBIT  No.  37 

[Received  in  evidence  at  Transcript  Page  No.  396; 

Witness:  Mr.  Fleger] 

Equitable  Sales  Company 

Organization  Charts  as  of  February  21, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  Equitable  Sales  Company  are  printed  as  a  part 
of  Philadelphia  Exhibit  No.  25 : 

Accounting  Department 
Law 

Secretary’s  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 
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Philadelphia  Exhibit  No.  38. 
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PHILADELPHIA 


UBIT  No.  38 


[Received  in  evidence  at  Transcript  Page  No.  397 1 
Witness:  Mr.  Fleger] 


Trustees  for  Pittsburgh  Railways  Company 
Organization  Charts  as  of  February  20, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  the  Trustees  for  Pittsburgh  Railways  Com¬ 
pany  are  printed  as  a  part  of  Philadelphia  Exhibit  No. 
25: 


Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


V.0.6C0AGC  AND  THCMAS  f  ITZCWAUD,  tftUSTtti  Pc* 
PlTT&OlflCH  RAILWAYS  COMPANY,  OlATOt 
Unocn  Scot  ion  77-0  Oi*«avftcv  Act 
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BEST  COPY  AVAILABLE 

from  the  original  bound  volume 
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PHILADELPHIA  EXHIBIT  No.  39 

[Received  in  evidence  at  Transcript  Page  No.  397; 
Witness:  Mr.  Fleger] 

Trustees  for  Pittsburgh  Motor  Coach  Company 
Organization  Charts  as  of  February  20, 1947 

(The  organization  charts  of  the  following  depart¬ 
ments  of  the  Trustees  for  Pittsburgh  Motor  Coach  Com¬ 
pany  are  printed  as  a  part  of  Philadelphia  Exhibit  No. 
25: 

Accounting  Department 
Adjustment  “ 

Advertising  “ 

Law  “ 

Personnel  “ 

Purchasing  “ 

Secretary’s  “ 

Telephone  “ 

Treasury  “ 

These  organization  charts  are  here  omitted  to  avoid 
duplication. ) 


W.  0.  GECHCt  AND  THOMAS  FlTZCERALD,  TftuiTCCt 
FOR  PITTSBURGH  MOTOR  COACH  CCMPANY,  Su»SIOIa«v 
Of  PiTTtaufUH  Railway*  Company,  Ointon 
Both  Coupanii*  Unocn  Scction  77-6  Banahuptcy  aci 
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BEST  COPY  AVAILABLE 

from  the  original  bound  volume 
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PHILADELPHIA  EXHIBIT  No.  40 

[Received  in  evidence  by  reference  at  Transcript  page 
No.  412,  received  in  evidence  physically  at  Transcript 
page  No.  3558 ;  Witness :  Mr.  Fleger] 

Analysis  of  General  Department  Setup  of  Philadelphia 
Company  and  Subsidiary  Companies  from  Standpoint  of 
“Philadelphia  Company  and  Subsidiary 
Companies”  Account. 

(Note — The  words  “company”  and  “companies”,  as 
used  herein,  include  the  Trustees  of  Pittsburgh  Rail¬ 
ways  Company  and  the  Trustees  of  Pittsburgh  Motor 
Coach  Company,  appointed  under  Section  77B  of 
Bankruptcy  Act. ) 


Nature  of  General  Departments — The  General  Depart¬ 
ments  of  “Philadelphia  Company  and  Subsidiary  Com¬ 
panies”  are  those  departments  which,  in  their  entirety 
or  in  respect  to  some  divisions  thereof,  are  maintained 
jointly  by  companies  in  any  two  or  more  of  the  following 
groups  of  companies : 

General  Group — Philadelphia  Company;  Equitable 
Real  Estate  Company;  Equitable  Sales  Com¬ 
pany. 

Electric  and  Related  Group — Duquesne  Light  Com- 
,  pany;  Allegheny  County  Steam  Heating  Com¬ 
pany;  Harwich  Coal  and  Coke  Company;  Ches- 
wick  and  Harmar  Railroad  Company;  Equitable 
Auto  Company. 

Gas  and  Oil  Group — Equitable  Gas  Company;  Pitts¬ 
burgh  and  West  Virginia  Gas  Company;  Finley- 
ville  Oil  and  Gas  Company;  Kentucky  West 
Virginia  Gas  Company;  Philadelphia  Oil  Com¬ 
pany. 
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Transportation  Group — Trustees  of  Pittsburgh  Rail¬ 
ways  Company;  Trustees  of  Pittsburgh  Motor 
Coach  Company. 

Certain  divisions  of  General  Departments,  as  well  as 
certain  General  Departments  in  their  entirety,  are  main¬ 
tained  jointly  by  all  of  the  companies  listed  above ;  others 
by  less  than  all.  This  is  explained  largely  by  the  nature 
of  the  work  performed  by  the  particular  department, 
or  division:  as  for  example,  the  costs  of  the  Counting 
Room  and  Ticket  Agents’  Division  of  the  Treasury  De¬ 
partment  are  borne  entirely  by  the  Trustees  of  Pitts¬ 
burgh  Railways  Company  and  the  Trustees  of  Pittsburgh 
Motor  Coach  Company,  since  the  businesses  of  these 
companies  alone  involve  the  use  of  tickets,  tokens  and 
passes. 

Persons  identified  with  General  Departments  have 
always  been  considered  employes  of  each  company  for 
which  work  is  performed : 

Origin  of  General  Department  Setup — The  General  De¬ 
partment  Setup  originated  many  years  ago  in  an  oral 
understanding  or  agreement,  entered  into  by  the  com¬ 
panies  then  comprising  the  Philadelphia  Company 
Group,  which  provided  for  the  joint  operation  of  those 
departments  and  activities  for  which  some  or  all  of  said 
companies  had  a  common  need,  and  as  to  which  econo¬ 
mies  could  be  effected  by  such  joint  operation.  As  new 
departments  were  created  and  other  companies  added 
to  the  group,  they  were  brought  within  the  operation 
of  the  agreement.  The  agreement  made  provision  for  the 
distribution  of  the  costs  of  each  department  or  activity 
among  the  participating  companies  on  the  basis  of  work 
performed,  if  reasonably  susceptible  of  ascertainment; 
otherwise,  on  the  basis  of  gross  revenues.  In  practice, 
the  method  of  cost  distribution  provided  by  the  agree¬ 
ment  has  been  closely  followed. 
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List  of  General  Departments — The  following  are  the 
General  Departments  of  “Philadelphia  Company  and 
Subsidiary  Companies” : 

President’s  Department,  Accounting  Department, 
Treasury  Department,  Secretary’s  Department,  Law 
Department,  Personnel  Department,  Purchasing  De¬ 
partment,  Advertising  Department,  Sales  and  Serv¬ 
ice  Department,  Adjustment  Department  and  Tele¬ 
phone  Department. 

Payment  of  Salaries  of  Persons  Identified  with  General 
Departments — Payroll  Check  Used — The  salary  of  every 
person  identified  with  a  General  Department  is  paid  by 
payroll  check  of  “Philadelphia  Company  and  Subsidiary 
Companies”,  except  that  no  individual  identified  with 
the  Adjustment  Department,  the  Telephone  Depart¬ 
ment  or  the  General  Stores  Division  of  the  Purchasing 
Department  is  paid  his  salary  by  such  a  payroll  check, 
unless  he  is  on  either  the  Senior  Officers’  Payroll  or  the 
Junior  Officers’  Payroll,  but  his  salary  is  paid  by  pay¬ 
roll  check  of  the  Trustees  of  Pittsburgh  Railways  Com¬ 
pany  if  he  is  identified  with  the  Adjustment  Depart¬ 
ment,  or  by  payroll  check  of  Equitable  Gas  Company 
if  he  is  identified  with  the  Telephone  Department,  or 
by  payroll  check  of  Duquesne  Light  Company  if  he  is 
identified  with  the  General  Stores  Division  of  the  Pur¬ 
chasing  Department.  A  person  is  on  the  Senior  Officers’ 
Payroll  if  he  is  an  elected  officer  or  a  member  of  the 
President’s  Staff.  Whether  a  person  is  on  the  Junior 
Officers’  Payroll  is  determined  solely  by  the  amount  of 
salary  which  he  receives.  Both  payrolls  include  persons 
not  identified  with  General  Departments. 

Nature  of  ee Philadelphia  Company  and  Subsidiary  Com¬ 
panies”  Account — This  account  is,  in  reality,  not  one 
bank  account  but  three.  Each  account  is  in  the  name 
of  “Philadelphia  Company  and  Subsidiary  Companies” 
and  is  exclusively  a  payroll  account,  except  that  certain 
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retirement  allowances,  which  for  the  purposes  of  this 
Statement  need  not  be  considered,  are  also  being  paid 
therefrom.  One  account  is  used  to  meet  the  Senior  Of¬ 
ficers’  Payroll,  another  the  Junior  Officers’  Payroll,  and 
the  third  the  salaries  of  persons  identified  with  Gen¬ 
eral  Departments  ( other  than  the  Adjustment  and  Tele¬ 
phone  Departments  and  the  General  Stores  Division  of 
the  Purchasing  Department)  who  are  not  on  either  of 
the  other  two  payrolls.  Deposits  are  made  to  the  ac¬ 
counts  through  vouchers  of  the  individual  companies 
drawn  in  advance  of  each  salary  payment  date.  The 
accounts  can  be  disbursed  only  by  payroll  check  of 
“Philadelphia  Company  and  Subsidiary  Companies” 
signed  by  certain  designated  persons,  who  are  jointly 
employed  by  all  of  the  companies  whose  payrolls  are  dis¬ 
bursed  thereby. 

The  amounts  to  be  advanced  periodically  by  each 
company  for  deposit  to  the  accounts  are  determined  in 
accordance  with  the  bases  established  for  allocating 
salaries  pursuant  to  the  oral  understanding  or  agree¬ 
ment  hereinbefore  referred  to.  The  precise  bases  of  allo¬ 
cating  salaries  will  be  set  forth  hereinafter  in  connec¬ 
tion  with  each  General  Department,  or  division  thereof. 
The  amounts  actually  advanced  for  deposit  are  net 
amounts,  certain  deductions  from  payroll  on  account  of 
payroll  taxes,  group  annuities,  etc.  being  previously 
made. 

As  hereinbefore  indicated,  the  aggregate  amount 
paid  out  in  salaries  from  the  three  accounts  in  any  given 
month  will  not  equal  the  monthly  payroll  of  the  General 
Departments  for  the  following  reasons : 

(1)  There  are  persons  identified  with  the  Adjust¬ 
ment  and  Telephone  Departments,  and  with  the 
General  Stores  Division  of  the  Purchasing  De¬ 
partment,  whose  salaries  are  not  paid  by  pay- 
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roll  check  of  “Philadelphia  Company  and  Sub¬ 
sidiary  Companies” ; 

(2)  There  are  persons  not  identified  with  any  Gen¬ 
eral  Department,  but  on  either  the  Senior  or 
Junior  Officers’  Payroll,  whose  salaries  are  paid 
by  payroll  check  of  “Philadelphia  Company  and 
Subsidiary  Companies”;  and 

(3)  Deposits  to  the  “Philadelphia  Company  and 
Subsidiary  Companies”  accounts  are  net,  after 
prior  deduction  of  payroll  taxes,  group  annu¬ 
ities,  etc. 

Analysis  of  April ,  19JfO  Payroll  Disbursed  by  “Phila¬ 
delphia  Company  and  Subsidiary  Companies?’  Account — 
The  aggregate  amount  disbursed  in  salaries  during 
April,  1940  from  the  three  accounts,  considered  as  one, 
was  $315,949.29,  which  was  disbursed  to  1,697  persons. 
1,624  of  such  persons,  identified  with  General  Depart¬ 
ments,  received  $277,194.26,  while  the  remaining 
$38,755.03  was  disbursed  in  salaries  to  73  persons  not 
identified  with  General  Departments.  The  foregoing 
amounts,  as  previously  stated,  are  net  amounts.  Adding 
thereto  the  pertinent  payroll  deductions,  the  amounts 
become  $326,074.55,  $285,647.22  and  $40,427.33,  respec¬ 
tively.  Schedule  A,  attached  hereto,  gives  a  breakdown 
of  each  of  the  three  gross  amounts  according  to  the  pro¬ 
portions  thereof  allocated  to  each  company  and  depos¬ 
ited,  through  voucher  of  that  company,  to  the  account 
of  “Philadelphia  Company  and  Subsidiary  Companies” 
in  advance  of  disbursement  ( after  prior  deductions  from 
payroll). 
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April ,  19IfO  Payroll  Disbursed  by  (t Philadelphia  Com¬ 
pany  and  Subsidiary  Companies”  Account  Reconciled 
with  Payroll  of  General  Departments  for  Same  Month — 


No.  of 


Amount 

Persons 

Payroll  of  General  Departments 
( Gross )  . 

$323,076.74 

1,869 

“Philadelphia  Company  and  Sub¬ 
sidiary  Companies”  disburse¬ 
ments  a/c  payroll  (including 
prior  deductions  from  pay¬ 
roll)  . 

$326,074.55 

1,697 

Less  disbursements  to  persons 
not  identified  with  General 
Departments  ( including  prior 
deductions  from  payroll ) . 

40,427.33 

73 

Balance  . 

$285,647.22 

1,624 

Plus  salaries  of  persons  identi¬ 
fied  with  General  Departments 
paid  by  payroll  check  of  indi¬ 
vidual  companies  (gross) . 

37,429.52 

245 

$323,076.74 

1,869 
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General  Department  Payroll  (Gross)  for  April,  19 UO  Disbursed  by 
“Philadelphia  Company  and  Subsidiary  Companies ”  Account  (by 
Departments,  and  Divisions  in  the  Instances  of  the  Accounting, 
Treasury  and  Secretary’s  Departments) — 


Department 

President’s  Department . 

Accounting  Department . 

Office  of  Controller . 

Statistical  Division  . 

Disbursements  Division . 

Payroll,  Timekeeping  and  Pension 
Division . 

Construction  Costs  Division . 

Receipts  Division  —  Gas,  Electric, 

Steam  and  Merchandise . 

Stores  Accounting  Division . 

Auto  Costs  Division . 

Receipts  Division — Transportation. 

Valuation  and  Property  Records 
Division . 

Standardization  of  Printing  and 
Stationery  Division . 

treasury  Department . 

Office  of  Treasurer . 

Bookkeeping  Division . 

Cashiers’  Division . 

Credits  and  Collections  Division. . . 

Paymasters’  Division . 

Stock  Transfer  and  Dividend  Divi¬ 
sion  . 

Counting  Room  and  Ticket  Agents’ 
Division . 

Secretary’s  Department . 

Office  of  Secretary . 

Photostat  Division . 

Mail  Division . 


Amount 

No.  of 
Persons 

%  7,071.87 

12 

%  2,364.33 

134,685.91 

5 

4,742.00 

28 

11,131.33 

59 

5,881.00 

42 

3,197.00 

17 

45,987.13 

343 

6,477.00 

44 

1,945.00 

12 

2,639.00 

22 

49,337.12 

283 

985.00 

3 

4,011.65 

31,838.65 

9 

884.00 

5 

4,017.25 

25 

14,340.75 

94 

1,675.00 

7 

776.00 

4 

6,134.00 

38 

3,038.00 

4,784.50 

9 

495.00 

4 

1,251.50 

12 
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General  Department  Payroll  (Gross)  for  April,  19 AO  Disbursed  by 
“ Philadelphia  Company  cmd  Subsidiary  Companies”  Account  (by 
Departments,  and  Divisions  in  the  Instances  of  the  Accounting, 
Treasury  and  Secretary’s  Department) — (Continued) — 


No.  of 

Department  Amount  Person 

Law  Department .  $  9,206.00  32 

Personnel  Department .  10,222.62  52 

Purchasing  Department .  5,331.00 

Office  of  General  Purchasing  Agent  $  4,856.00  23 

General  Stores  Division  (Senior 
and  Junior  Officers’  Payroll  only)  475.00  1 

Advertising  Department .  3,055.00  12 

Sales  and  Service  Department .  77,768.34  424 

Adjustment  Department  (Senior  and 
Junior  Officers’  Payroll  only) .  1,258.33  2 

Telephone  Department  (Senior  and 
Junior  Officers’  Payroll  only) .  425.00  1  , 


$285,647.22  1,624 


Schedule  B,  attached  hereto,  gives  a  breakdown  of  each  of  the  gross  amount 
shown  above  according  to  the  proportions  thereof  allocated  to  each  con 
pany  and  deposited,  through  voucher  of  that  company,  to  the  account  c 
“Philadelphia  Company  and  Subsidiary  Companies”  in  advance  of  disburs< 
ment  (after  prior  deductions  from  payroll) . 


BEST  COPY  AVAILABLE 


from  the  original  bound  volume 


Philadelphia  Exhibit  No.  JfO. 


2325a 


Companies  for  Which  Work  is  Performed  by  Persons 
Identified  with  Each  of  the  Departments  and  Divisions 
Listed  Above,  and  Bases  Upon  Which  Their  April,  19IfO 
Salaries  Were  Allocated  to  Such  Companies  in  the 
Amount  Shown  in  Schedule  A — 

(Note — (a)  Persons  identified  with  certain  depart¬ 
ments  and  divisions  herein  listed  perform  work  on 
occasion  for  certain  non-operating  companies,  and  on 
rare  occasions  for  certain  operating  companies,  which 
are  not  specifically  mentioned  herein  in  connection  with 
the  particular  department  or  division;  (b)  amounts 
allocated  to  Kentucky  West  Virginia  Gas  Company  for 
salaries  in  accordance  with  the  formulae  herein  set 
forth  are  paid,  in  the  first  instance,  by  Equitable  Gas 
Company,  which  is  subsequently  reimbursed  by  Ken¬ 
tucky  West  Virginia  Gas  Company,  so  that  the  amounts 
shown  in  Schedule  A  as  paid  by  Equitable  Gas  Com¬ 
pany  into  the  “Philadelphia  Company  and  Subsidiary 
Companies”  account,  for  April,  1940  salaries,  include 
Kentucky  West  Virginia  Gas  Company’s  proportionate 
share,  as  well  as  its  own;  (c)  amounts  allocated  to 
Cheswick  and  Harmar  Railroad  Company  for  salaries 
in  accordance  with  the  formulae  herein  set  forth  are 
paid,  in  the  first  instance,  by  Harwick  Coal  and  Coke 
Company,  which  is  subsequently  reimbursed  by  Ches¬ 
wick  and  Harmar  Railroad  Company,  so  that  the 
amounts  shown  in  Schedule  A  as  paid  by  Harwick  Coal 
and  Coke  Company  into  the  “Philadelphia  Company 
and  Subsidiary  Companies”  account,  for  April,  1940 
salaries,  include  Cheswick  and  Harmar  Railroad  Com¬ 
pany’s  proportionate  share,  as  well  as  its  own. ) 

President’s  Department — The  companies  for  which  work 
is  performed  are: — Allegheny  County  Steam  Heat¬ 
ing  Company,  Cheswick  and  Harmar  Railroad  Com¬ 
pany,  Duquesne  Light  Company,  Equitable  Auto 
Company,  Equitable  Gas  Company,  Equitable  Real 
Estate  Company,  Equitable  Sales  Company,  Finley- 
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ville  Oil  and  Gas  Company,  Harwick  Coal  and  Coke 
Company,  Kentucky  West  Virginia  Gas  Company, 
Philadelphia  Company,  Philadelphia  Oil  Company, 
Pittsburgh  and  West  Virginia  Gas  Company,  the 
Trustees  of  Pittsburgh  Railways  Company  and  the 
Trustees  of  Pittsburgh  Motor  Coach  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  If  individuals — allocated  according  to 
an  estimate  of  the  percentage  of  work  which 
would  be  handled  by  the  particular  individual  for 
each  of  the  companies  hereinbefore  mentioned 
during  the  current  calendar  year. 

Salaries  of  balance — after  allocation  of  a  flat  sum 
to  Philadelphia  Company  (based  on  an  estimate 
of  the  volume  of  work  which  would  be  handled  by 
the  particular  individual  for  that  company  during 
the  current  calendar  year ) ,  the  remainder  of  each 
individual’s  salary  was  apportioned  among  all  of 
the  other  companies  hereinbefore  mentioned  on 
the  ratio  of  their  gross  revenues  for  the  year 
ended  June  30, 1939. 

Accounting  Department 

Office  of  Controller — The  companies  for  which  work  is 
performed  are  the  same  as  those  listed  in  connection 
with  the  President’s  Department. 

Salaries  for  April,  1940  were  allocated  on  the  follow¬ 
ing  bases : 

Salaries  of  2  individuals — after  allocation  of  a  flat 
sum  to  Kentucky  West  Virginia  Gas  Company 
(based  on  an  estimate  of  the  volume  of  work 
which  would  be  handled  by  the  particular  indi¬ 
vidual  for  that  company  during  the  current  cal¬ 
endar  year),  the  remainder  of  each  individual’s 
salary  was  apportioned  among  all  of  the  other 
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companies  hereinbefore  mentioned  on  the  ratio  of 
their  gross  revenues  for  the  year  ended  Decem¬ 
ber  31, 1939. 

Salaries  of  2  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Kentucky  West  Virginia  Gas  Company,  on 
the  ratio  of  their  gross  revenues  for  the  year  ended 
December  31,  1939.  The  work  performed  by  these 
individuals  for  Kentucky  West  Virginia  Gas  Com¬ 
pany  is  negligible  and  hence  no  portion  of  their 
salary  is  allocated  to  that  company. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company,  on  the 
ratio  of  number  of  accounts  payable  vouchers  is¬ 
sued  by  each  such  company  during  the  year  ended 
December  31,  1939.  The  work  performed  by  this 
individual  for  Kentucky  West  Virginia  Gas  Com¬ 
pany  is  negligible  and  hence  no  portion  of  his 
salary  is  allocated  to  that  company. 

Statistical  Division — The  companies  for  which  work 
is  performed  include  all  of  the  companies  listed  in 
connection  with  the  President’s  Department,  except 
Kentucky  West  Virginia  Gas  Company. 

Salaries  for  April,  1940  were  allocated  on  the  follow¬ 
ing  bases : 

Salary  of  19  individuals — apportioned  among  all 
of  such  companies  on  the  ratio  of  their  gross  reve¬ 
nues  for  the  year  ended  December  31, 1939. 

Salary  of  1  individual — apportioned  among  all  of 
such  companies  on  the  ratio  of  total  amount  allo¬ 
cated  to  each  company  in  respect  to  salaries  of 
all  other  individuals  identified  with  the  division, 
as  of  December  31,  1939. 
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Salaries  of  balance — apportioned  among  Duquesne 
Light  Company,  Philadelphia  Company  and  the 
Trustees  of  Pittsburgh  Railways  Company  on  the 
ratio  of  estimated  time  spent  by  the  particular 
individuals  during  the  year  ended  December  31, 
1939  in  handling  bond  interest  coupons,  and  pre¬ 
paring  bond  tax  reports,  and  the  like,  on  behalf 
of  each  such  company.  The  work  performed  by 
these  individuals  for  the  other  companies  referred 
to  above  is  negligible  and  hence  no  portion  of  their 
salaries  is  allocated  to  such  companies. 

Disbursements  Division — The  companies  for  which 
work  is  performed  are  the  same  as  those  listed  in 
connection  with  the  President’s  Department. 

Salaries  for  April,  1940  were  allocated  on  the  follow¬ 
ing  bases: 

Salary  of  1  individual — after  allocation  of  a  flat 
sum  to  Kentucky  West  Virginia  Gas  Company 
(based  on  an  estimate  of  the  volume  of  work 
which  would  be  handled  by  the  particular  indi¬ 
vidual  for  that  company  during  the  current  calen¬ 
dar  year) ,  the  remainder  of  the  individual’s  salary 
was  apportioned  among  all  of  the  other  companies 
hereinbefore  mentioned  as  follows: — 5%  there¬ 
of — on  the  ratio  of  total  amount  allocated  to  each 
company  in  respect  to  salaries  of  all  individuals 
identified  with  the  Payroll,  Timekeeping  and  Pen¬ 
sion  Division,  as  of  December  31, 1939;  3%  there¬ 
of — on  the  ratio  of  total  amount  allocated  to  each 
company  in  respect  to  salaries  of  all  individuals 
identified  with  the  Receipts  Division — Gas,  Elec¬ 
tric,  Steam  and  Merchandise,  as  of  December  31, 
1939;  5%  thereof — on  the  ratio  of  total  amount 
allocated  to  each  company  in  respect  to  salaries 
of  all  individuals  identified  with  the  Stores  Ac¬ 
counting  Division,  as  of  December  31,  1939;  1% 
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thereof — on  the  ratio  of  total  amount  allocated 
to  each  company  in  respect  to  salaries  of  all  in¬ 
dividuals  identified  with  the  Auto  Costs  Division, 
as  of  December  31,  1939;  1%  thereof — on  the 
ratio  of  total  amount  allocated  to  each  company 
in  respect  to  salaries  of  all  individuals  identified 
with  the  Receipts  Division — Transportation,  as 
of  December  31,  1939;  balance — on  the  ratio  of 
number  of  accounts  payable  vouchers  issued  by 
each  company  during  the  year  ended  December 
31, 1939. 

Salaries  of  2  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Kentucky  West  Virginia  Gas  Company,  as 
follows: — 5%  of  each  individual’s  salary — on  the 
ratio  of  total  amount  allocated  to  each  company 
in  respect  to  salaries  of  all  individuals  identified 
with  the  Payroll,  Timekeeping  and  Pension  Divi¬ 
sion,  as  of  December  31,  1939;  3%  of  each  indi¬ 
vidual’s  salary — on  the  ratio  of  total  amount  allo¬ 
cated  to  each  company  in  respect  to  salaries  of 
all  individuals  identified  with  the  Receipts  Divi¬ 
sion — Gas,  Electric,  Steam  and  Merchandise,  as  of 
December  31, 1939;  5%  of  each  individual’s  salary 
— on  the  ratio  of  total  amount  allocated  to  each 
company  in  respect  to  salaries  of  all  individuals 
identified  with  the  Stores  Accounting  Division, 
as  of  December  31,  1939;  1%  of  each  individual’s 
salary — on  the  ratio  of  total  amount  allocated  to 
each  company  in  respect  to  the  salaries  of  all  in¬ 
dividuals  identified  with  the  Auto  Costs  Division, 
as  of  December  31,  1939;  1%  of  each  individual’s 
salary — on  the  ratio  of  total  amount  allocated  to 
each  company  in  respect  to  salaries  of  all  indi¬ 
viduals  identified  with  the  Receipts  Division — 
Transportation,  as  of  December  31, 1939 ;  balance 
of  each  individual’s  salary — on  the  ratio  of  num- 
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ber  of  accounts  payable  vouchers  issued  by  each 
company  during  the  year  ended  December  31, 
1939.  The  work  performed  by  these  individuals  for 
Kentucky  West  Virginia  Gas  Company  is  negli¬ 
gible  and  hence  no  portion  of  their  salaries  is  allo¬ 
cated  to  that  company. 

Salaries  of  21  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Kentucky  West  Virginia  Gas  Company,  on 
the  ratio  of  number  of  accounts  payable  vouchers 
issued  by  each  such  company  during  the  year 
ended  December  31, 1939.  The  work  performed  by 
these  individuals  for  Kentucky  West  Virginia  Gas 
Company  is  negligible  and  hence  no  portion  of 
their  salaries  is  allocated  to  that  company. 

Salaries  of  15  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
(not  including  Kentucky  West  Virginia  Gas  Com¬ 
pany)  for  which  the  particular  individual  per¬ 
forms  work  on  the  ratio  of  number  of  accounts 
payable  vouchers  issued  by  each  such  company 
during  the  year  ended  December  31, 1939.  None  of 
these  individuals  performs  work  for  Kentucky 
West  Virginia  Gas  Company.  The  other  compa¬ 
nies  for  which  work  is  performed  vary  with  the 
individual. 

Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  performs 
work  for  one  company  only. 

Payroll ,  Timekeeping  and  Pension  Division — The  com¬ 
panies  for  which  work  is  performed  include  all  of 
the  companies  listed  in  connection  with  the  Presi¬ 
dent’s  Department,  except  Kentucky  West  Virginia 
Gas  Company. 
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Salaries  for  April,  1940  were  allocated  on  the  follow¬ 
ing  bases : 

Salaries  of  IS  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned  on  the 
ratio  of  number  of  employes  on  payroll  of  each 
company,  as  of  January  31,  1940. 

Salaries  of  4  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned  on  the 
ratio  of  number  of  employes  chargeable  to  each 
company  who  are  on  either  the  general  office  pay¬ 
roll  of  the  General  Departments  or  individual  gen¬ 
eral  office  payrolls,  as  of  January  31,  1940. 

Salaries  of  -4  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned  on  the 
ratio  of  number  of  tabulating  cards  punched  and 
tabulated  for  each  company  during  the  year  end¬ 
ed  January  31,  1940. 

Salaries  of  5  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
on  the  ratio  of  number  of  employes  on  the  oper¬ 
ating  payroll  of  each  such  company,  as  of  January 
31,  1940.  The  companies  for  which  work  is  per¬ 
formed  vary  with  the  individual. 

Salaries  of  3  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
on  the  ratio  of  number  of  employes  (for  whom 
payroll  checks  are  prepared)  on  the  operating 
payroll  of  each  such  company,  as  of  January  31, 
1940.  The  companies  for  which  work  is  performed 
vary  with  the  individual. 

Salaries  of  6  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
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on  the  ratio  of  number  of  employes  (submitting 
time  reports)  on  the  operating  payroll  of  each 
such  company,  as  of  January  31,  1940.  The  com¬ 
panies  for  which  work  is  performed  vary  with  the 
individual. 

Salaries  of  2  individuals  —  apportioned  between 
the  Trustees  of  Pittsburgh  Railways  Company 
and  the  Trustees  of  Pittsburgh  Motor  Coach  Com¬ 
pany  on  the  ratio  of  number  of  employes  (for 
whom  payroll  checks  are  prepared )  on  the  payroll 
of  each  company,  as  of  January  31,  1940.  These 
individuals  perform  work  only  for  said  Trustees. 

Salary  of  1  individual — 20%  of  this  individual’s 
salary  is  apportioned  between  the  Trustees  of 
Pittsburgh  Railways  Company  and  the  Trustees 
of  Pittsburgh  Motor  Coach  Company  in  the  man¬ 
ner  indicated  immediately  above,  while  the  re¬ 
maining  80%  is  assessed  against  the  Trustees  of 
Pittsburgh  Railways  Company.  This  individual 
works  predominantly  for  the  Trustees  of  Pitts¬ 
burgh  Railways  Company,  and  to  a  much  lesser 
extent,  for  the  Trustees  of  Pittsburgh  Motor 
Coach  Company.  He  performs  no  work  for  any 
other  company. 

Salaries  of  balance — 100%  to  the  Trustees  of 
Pittsburgh  Railways  Company,  since  each  indi¬ 
vidual  performs  work  for  said  Trustees  only. 

Construction  Costs  Division  —  The  companies  for 
which  work  is  performed  include  all  of  the  com¬ 
panies  listed  in  connection  with  the  President’s  De¬ 
partment,  except  Kentucky  West  Virginia  Gas  Com¬ 
pany.  However,  the  personnel  of  the  department 
works  almost  exclusively  for  six  companies : — Alle¬ 
gheny  County  Steam  Heating  Company,  Duquesne 
Light  Company,  Equitable  Auto  Company,  Equi- 
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table  Gas  Company,  Pittsburgh  and  West  Virginia 
Gas  Company  and  the  Trustees  of  Pittsburgh  Rail¬ 
ways  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  7  individuals —  apportioned  among  the 
six  companies  named  above  on  the  basis  of  a 
monthly  time  sheet  kept  by  each  individual. 

Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  per¬ 
forms  work  for  one  company  only. 

Receipts  Division — Gets,  Electric,  Steam  and  Merchan¬ 
dise — The  companies  for  which  work  is  performed 
are  Allegheny  County  Steam  Heating  Company, 
Duquesne  Light  Company,  Equitable  Gas  Company, 
Equitable  Sales  Company  and  Pittsburgh  and  West 
Virginia  Gas  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  130  individuals — apportioned  among 
those  of  the  above  named  companies  for  which 
the  particular  individual  performs  work  on  the 
ratio  of  number  of  accounts  in  effect  for  each  such 
company,  as  of  December  31, 1939.  The  companies 
for  which  work  is  performed  vary  with  the  in¬ 
dividual. 

Salaries  of  87  employes  —  apportioned  among 
those  of  the  above  named  companies  for  which 
the  particular  individual  performs  work  on  the 
ratio  of  number  of  customer  service  contracts  of 
each  such  company  in  effect,  as  of  December  31, 
1939.  The  companies  for  which  work  is  performed 
vary  with  the  individual. 
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Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  performs 
work  for  one  company  only. 

Stores  Accounting  Division — The  companies  for  which 
work  is  performed  include  all  of  the  companies 
listed  in  connection  with  the  President’s  Depart¬ 
ment,  except  Equitable  Real  Estate  Company,  Fin- 
leyville  Oil  and  Gas  Company,  Philadelphia  Com¬ 
pany,  Philadelphia  Oil  Company  and  the  Trustees 
of  Pittsburgh  Motor  Coach  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  12  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
on  the  ratio  of  number  of  tabulating  cards 
punched  and  tabulated  for  each  such  company 
during  the  year  ended  December  31,  1939.  The 
companies  for  which  work  is  performed  vary  with 
the  individual. 

Salaries  of  S  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
on  the  ratio  of  number  of  invoices  handled  for 
each  such  company  during  the  year  ended  Decem¬ 
ber  31,  1939.  The  companies  for  which  work  is 
performed  vary  with  the  individual. 

Salaries  of  k  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  mentioned 
for  which  the  particular  individual  performs  work 
on  the  ratio  of  total  amount  allocated  to  each  such 
company  in  respect  to  salaries  of  all  other  indi¬ 
viduals  identified  with  the  division,  as  of  April 
30,  1940.  The  companies  for  which  work  is  per¬ 
formed  vary  with  the  individual. 
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Salary  of  1  individual — apportioned  among  those 
of  the  companies  hereinbefore  mentioned  for 
which  the  particular  individual  performs  work  on 
the  ratio  of  estimated  paper  work  handled  for 
each  such  company  during  the  year  ended  Decem¬ 
ber  31,  1939. 

Salaries  of  6  individuals — apportioned  among  the 
companies  hereinbefore  mentioned  on  the  ratio 
of  time  actually  spent  by  the  particular  individual 
in  performing  work  for  each  company  during  the 
month. 

Salary  of  1  individual — apportioned  between  Du- 
quesne  Light  Company  and  Equitable  Gas  Com¬ 
pany  on  the  ratio  of  number  of  priced  requisitions 
handled  for  each  such  company  during  the  year 
ended  December  31,  1939. 

Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  performs 
work  for  one  company  only. 

Auto  Costs  Division — The  companies  for  which  work 
is  performed  are  Equitable  Auto  Company  and  the 
Trustees  of  Pittsburgh  Motor  Coach  Company. 
Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases: 

Salary  of  1  individual — apportioned  between  the 
two  companies  named  above  according  to  an  esti¬ 
mate  of  the  volume  of  work  handled  by  the  par¬ 
ticular  individual  for  each  of  said  companies  dur¬ 
ing  the  month. 

Salaries  of  balance — 100%,  in  each  instance,  to 
Equitable  Auto  Company  or  the  Trustees  of  Pitts¬ 
burgh  Motor  Coach  Company,  since  each  individ¬ 
ual  performs  work  for  either  one  or  the  other 
company  exclusively. 
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Receipts  Division  —  Transportation  —  The  companies 
for  which  work  is  performed  are  the  Trustees  of 
Pittsburgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases: 

Salaries  of  6  individuals — apportioned  between 
the  two  companies  named  above  according  to  an 
estimate  of  the  volume  of  work  handled  by  the 
particular  individual  for  each  of  said  companies 
during  the  month. 

Salaries  of  balance — 100%,  in  each  instance,  to 
the  Trustees  of  Pittsburgh  Railways  Company  or 
the  Trustees  of  Pittsburgh  Motor  Coach  Company, 
since  each  individual  performs  work  for  either 
one  or  the  other  company  exclusively. 

Valuation  and  Property  Records  Division — The  com¬ 
panies  for  which  work  is  performed  are  Duquesne 
Light  Company,  Equitable  Gas  Company,  Philadel¬ 
phia  Company  and  Pittsburgh  and  West  Virginia 
Gas  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases: 

Salaries  of  53  individuals  —  apportioned  among 
the  companies  hereinbefore  mentioned  on  the 
basis  of  a  monthly  time  sheet  kept  by  each  in¬ 
dividual. 

Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  performs 
work  for  one  company  only. 

Standardization  of  Printing  and  Stationery  Division — 
The  companies  for  which  work  is  performed  include 
all  of  the  companies  listed  in  connection  with  the 
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President’s  Department,  except  Finleyville  Oil  and 
Gas  Company,  Kentucky  West  Virginia  Gas  Com¬ 
pany,  the  Trustees  of  Pittsburgh  Railways  Company 
and  the  Trustees  of  Pittsburgh  Motor  Coach  Com¬ 
pany. 

AU  salaries  for  April,  1940  were  apportioned  among 
the  companies  hereinbefore  mentioned  on  the  ratio 
of  amount  paid  by  each  such  company  under  con¬ 
tracts  with  Pettengill,  Inc.,  in  effect  during  the 
month. 

Treasury  Department 

Office  of  Treasurer — The  companies  for  which  work  is 
performed  are  the  same  as  those  listed  in  connection 
with  the  President’s  Department. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases: 

Salaries  for  2  individuals — after  allocation  of  flat 
nominal  sums  to  Kentucky  West  Virginia  Gas 
Company  and  to  those  companies  with  gross  rev¬ 
enues  under  $2,000,000  per  annum,  the  remainder 
of  each  individual’s  salary  was  apportioned 
among  all  of  the  other  companies  hereinbefore 
mentioned  on  the  ratio  of  their  gross  revenues  for 
the  year  ended  June  30,  1939. 

Salary  of  1  individual  —  after  allocation  of  flat 
nominal  sums  to  Kentucky  West  Virginia  Gas 
Company  and  to  those  companies  with  gross 
revenues  under  $2,000,000  per  annum,  the  remain¬ 
der  of  the  individual’s  salary  was  apportioned 
among  all  of  the  other  companies  hereinbefore 
mentioned,  excepting  Philadelphia  Company,  on 
the  ratio  of  their  gross  revenues  for  the  year 
ended  June  30,  1939.  The  work  performed  by  this 
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individual  for  Philadelphia  Company  is  negligi¬ 
ble  and  hence  no  portion  of  his  salary  is  allocated 
to  that  company. 

Salary  of  1  individual  —  after  allocation  of  flat 
nominal  sums  to  Kentucky  West  Virginia  Gas 
Company  and  to  those  companies  with  voucher 
registrations  handled  by  the  department  of  under 
2,000  per  annum,  the  remainder  of  the  individual’s 
salary  was  apportioned  among  all  of  the  other 
companies  hereinbefore  mentioned  on  the  ratio  of 
number  of  vouchers  registered  and  dividend  dis¬ 
bursements  made  for  each  such  company  during 
the  year  ended  June  30,  1939. 

Salaries  of  2  individuals — apportioned  among  all 
of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Kentucky  West  Virginia  Gas  Company,  on  the 
ratio  of  their  gross  revenues  for  the  year  ended 
June  30,  1939.  No  work  is  performed  by  these 
individuals  for  Kentucky  West  Virginia  Gas  Com¬ 
pany  and  hence  no  portion  of  their  salaries  is 
allocated  to  that  company. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company  and  Phila¬ 
delphia  Company,  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30,  1939.  No 
work  is  performed  by  this  individual  for  Ken¬ 
tucky  West  Virginia  Gas  Company  and  the  work 
performed  by  him  for  Philadelphia  Company  is 
negligible :  hence  no  portion  of  his  salary  is  allo¬ 
cated  to  such  companies. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company,  on  the 
ratio  of  number  of  vouchers  registered  for  each 
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such  company  during  the  year  ended  June  30, 
1939.  No  work  is  performed  by  this  individual  for 
Kentucky  West  Virginia  Gas  Company  and  hence 
no  portion  of  his  salary  is  allocated  to  that  com¬ 
pany. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company,  on  the 
ratio  of  number  of  vouchers  registered  and  divi¬ 
dend  disbursements  made  for  each  such  company 
during  the  year  ended  June  30,  1939.  No  work  is 
performed  by  this  individual  for  Kentucky  West 
Virginia  Gas  Company  and  hence  no  portion  of 
his  salary  is  allocated  to  that  company. 

Bookkeeping  Division — The  companies  for  which  work 
is  performed  include  all  of  the  companies  listed  in 
connection  with  the  President’s  Department,  except 
Kentucky  West  Virginia  Gas  Company. 

All  salaries  for  April,  1940  were  apportioned  among 
such  companies  on  the  ratio  of  number  of  vouchers 
registered  for  each  company  during  the  year  ended 
June  30,  1939. 

Cashiers'  Division — The  companies  for  which  work  is 
performed  include  all  of  the  companies  listed  in 
connection  with  the  President’s  Department,  except 
Kentucky  West  Virginia  Gas  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  6  individuals  —  apportioned  among 
such  companies  on  the  ratio  of  number  of  items 
handled  for  each  company  at  central  office,  tellers’ 
windows  or  at  branch  collecting  agencies  during 
the  year  ended  June  30,  1939. 
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Salaries  of  balance  —  apportioned  among  such 
companies  on  the  ratio  of  number  of  items  han¬ 
dled  by  the  particular  individual  or  group  of  indi¬ 
viduals  for  each  company  during  the  year  ended 
June  30,  1939. 

Credits  and  Collections  Division — The  companies  for 
which  work  is  performed  are  Duquesne  Light  Com¬ 
pany,  Equitable  Gas  Company  and  Equitable  Sales 
Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  7  individuals  —  apportioned  among 
such  companies  on  the  ratio  of  number  of  delin¬ 
quent  accounts  received  for  collection  on  behalf 
of  each  company  at  central  office  and/or  branch 
offices  during  the  year  ended  June  30,  1939. 

Salaries  of  2  individuals  —  apportioned  among 
such  companies  according  to  an  estimate  of  the 
relative  time  required  by  the  particular  individual 
to  handle  the  work  of  each  company  during  the 
year  ended  December  31,  1939. 

Salaries  of  69  individuals  —  apportioned  between 
Duquesne  Light  Company  and  Equitable  Gas 
Company  on  the  ratio  of  number  of  delinquent 
accounts  received  for  collection  on  behalf  of  each 
company  at  central  office  during  the  year  ended 
June  30, 1939.  None  of  these  individuals  performs 
work  for  Equitable  Sales  Company  and  hence  no 
portion  of  their  salaries  is  allocated  to  that  com¬ 
pany. 

Salaries  of  k  individuals  —  apportioned  between 
Duquesne  Light  Company  and  Equitable  Sales 
Company  on  the  ratio  of  number  of  delinquent 
accounts  received  for  collection  on  behalf  of  each 
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company  at  branch  offices  during  the  year  ended 
June  30, 1939.  None  of  these  individuals  performs 
work  for  Equitable  Gas  Company  and  hence  no 
portion  of  their  salaries  is  allocated  to  that  com¬ 
pany. 

Salaries  of  balance  — 100%  to  Equitable  Sales 
Company,  since  these  individuals  perform  work 
for  that  company  only. 

Paymasters'  Division — The  companies  for  which  work 
is  performed  include  all  of  the  companies  listed  in 
connection  with  the  President’s  Department  except 
Finleyville  Oil  and  Gas  Company,  Kentucky  West 
Virginia  Gas  Company  and  Philadelphia  Company. 

AH  salaries  for  April,  1940  were  apportioned  among 
such  companies  on  the  ratio  of  payroll  disburse¬ 
ments  for  each  company  during  the  year  ended 
June  30,  1939,  adjusted  in  the  instance  of  each 
individual  to  reflect  the  volume  of  work  handled 
by  him  for  each  company. 

Stock  Transfer  and  Dividend  Division — The  companies 
for  which  work  is  performed  are  Duquesne  Light 
Company  and  Philadelphia  Company. 

ATI  salaries  for  April,  1940  were  apportioned  be¬ 
tween  the  two  companies  on  the  ratio  of  number 
of  dividend  disbursments  for  each  company  during 
the  year  ended  June  30,  1939. 

Counting  Room  and  Ticket  Agents'  Division  —  The 
companies  for  which  work  is  performed  are  the 
Trustees  of  Pittsburgh  Railways  Company  and  the 
Trustees  of  Pittsburgh  Motor  Coach  Company. 

All  salaries  for  April,  1940  were  apportioned  be¬ 
tween  the  two  companies  on  the  following  basis: — 
The  time  required  by  the  particular  individual  to 
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handle  the  work  for  the  Trustees  of  Pittsburgh 
Motor  Coach  Company  was  estimated  on  the  basis 
of  experience  during  the  year  ended  June  30,  1939 
and  the  proportion  of  said  Trustees  fixed  according¬ 
ly;  the  remainder  of  the  particular  individual’s 
salary  was  then  allocated  to  the  Trustees  of  Pitts¬ 
burgh  Railways  Company. 

Secretary's  Department 

Office  of  Secretary — The  companies  for  which  work  is 
performed  are  the  same  as  those  listed  in  connection 
with  the  President’s  Department. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salary  of  1  individual — after  allocation  of  a  flat 
sum  to  the  Trustees  of  Pittsburgh  Railways  Com¬ 
pany  (fixed  by  the  Trustees)  and  additional  flat 
sums  to  Cheswick  and  Harmar  Railroad  Com¬ 
pany,  Kentucky  West  Virginia  Gas  Company  and 
Philadelphia  Company  (based  on  an  estimate  of 
the  volume  of  work  which  would  be  handled  by 
the  particular  individual  for  each  of  said  com¬ 
panies  during  the  current  calendar  year),  the 
remainder  of  the  individual’s  salary  was  ap¬ 
portioned  among  all  of  the  other  companies 
hereinbefore  mentioned,  excepting  the  Trustees 
of  Pittsburgh  Motor  Coach  Company  ( covered  by 
payment  of  the  Trustees  of  Pittsburgh  Railways 
Company),  on  the  ratio  of  their  gross  revenues 
for  the  year  ended  June  30,  1939. 

Salary  of  1  individual — after  allocation  of  flat 
sums  to  the  Trustees  of  Pittsburgh  Railways 
Company  and  the  Trustees  of  Pittsburgh  Motor 
Coach  Company  (fixed  by  said  Trustees)  and 
additional  flat  sums  to  Kentucky  West  Virginia 
Gas  Company  and  Philadelphia  Company  (based 
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on  an  estimate  of  the  volume  of  work  which  would 
be  handled  by  the  particular  individual  for  each 
of  said  companies  during  the  current  calendar 
year),  the  remainder  of  the  individual’s  salary 
was  apportioned  among  all  of  the  other  companies 
hereinbefore  mentioned  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30, 1939. 

Salaries  of  2  individuals — after  allocation  of  flat 
sums  to  Kentucky  West  Virginia  Gas  Company 
and  Philadelphia  Company  (based  on  an  estimate 
of  the  volume  of  work  which  would  be  handled  by 
the  particular  individual  for  each  of  said  com¬ 
panies  during  the  current  calendar  year),  the 
remainder  of  each  individual’s  salary  was  ap¬ 
portioned  among  all  of  the  other  companies 
hereinbefore  mentioned  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30,  1939. 

Salaries  of  2  individuals — after  allocation  of  a  flat 
sum  to  Philadelphia  Company  (based  on  an  esti¬ 
mate  of  the  volume  of  work  which  would  be 
handled  by  the  particular  individual  for  that 
company  during  the  current  calendar  year),  the 
remainder  of  each  individual’s  salary  was  ap¬ 
portioned  among  all  of  the  other  companies  here¬ 
inbefore  mentioned,  excepting  Kentucky  West 
Virginia  Gas  Company,  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30,  1939.  The 
work  performed  by  these  individuals  for  Ken¬ 
tucky  West  Virginia  Gas  Company  is  negligible 
and  hence  no  portion  of  their  salaries  is  allocated 
to  that  company. 

Salary  of  1  individual  — 100%  to  Philadelphia 
Company.  This  individual  is  a  temporary  employe, 
doing  work  for  Philadelphia  Company  only. 
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Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company,  on  the 
ratio  of  number  of  pages  of  minutes  entered  in 
the  minute  books  of  each  such  company  during 
the  year  ended  December  31, 1939.  The  work  per¬ 
formed  by  this  individual  for  Kentucky  West  Vir¬ 
ginia  Gas  Company  is  negligible  and  hence  no 
portion  of  her  salary  is  allocated  to  that  com¬ 
pany. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned  on  the 
ratio  of  number  of  directors’  and  stockholders’ 
meetings  held  for  each  company  during  the  year 
ended  December  31,  1939. 

Photostat  Division — The  companies  for  which  work  is 
performed  are  the  same  as  those  listed  in  connection 
with  the  President’s  Department. 

AU  salaries  for  April,  1940  were  apportioned  among 
such  companies  on  the  ratio  of  number  of  18"  x  24" 
and  18"  x  22"  photostatic  copies  produced  by  the 
Photostat  Division  for  each  company  during  that 
month.  The  salaries  of  this  division  are  paid,  in  the 
first  instance,  by  Duquesne  Light  Company,  which 
is  subsequently  reimbursed  by  the  other  companies, 
so  that  the  amounts  shown  in  Schedule  A  as  paid 
by  Duquesne  Light  Company  into  the  “Philadelphia 
Company  and  Subsidiary  Companies”  account,  for 
April,  1940  salaries,  include  the  amounts  allocated 
to  the  other  companies  in  respect  to  salaries  of  this 
division. 

Mail  Division — The  companies  for  which  work  is  per¬ 
formed  include  all  of  the  companies  listed  in  con¬ 
nection  with  the  President’s  Department,  except 
Kentucky  West  Virginia  Gas  Company. 
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Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  6  individuals — apportioned  among  the 
companies  hereinbefore  mentioned  on  the  ratio  of 
U.  S.  outgoing  metered  postage  used  for  each  com¬ 
pany  during  the  year  ended  December  31,  1939. 

Salaries  of  balance — apportioned  among  the  com¬ 
panies  hereinbefore  mentioned  on  the  ratio  of 
number  of  mail  deliveries  and  pickups  for  each 
company  during  the  year  ended  December  31, 
1939. 

Law  Department — The  companies  for  which  work  is 
performed  are  the  same  as  those  listed  in  connec¬ 
tion  with  the  President’s  Department,  subject,  how¬ 
ever,  to  the  following  qualification:  Only  persons 
identified  with  the  Real  Estate  Division  of  the  de¬ 
partment  do  work  for  the  Trustees  of  Pittsburgh 
Railways  Company  and  the  Trustees  of  Pittsburgh 
Motor  Coach  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases : 

Salaries  of  3  individuals — allocated  according  to 
an  estimate  of  the  percentage  of  work  which 
would  be  handled  by  the  particular  individual  for 
each  of  the  companies  hereinbefore  mentioned 
during  the  current  calendar  year. 

Salaries  of  3  individuals — after  allocation  of  flat 
sums  to  Kentucky  West  Virginia  Gas  Company 
and  Philadelphia  Company  ( based  on  an  estimate 
of  the  volume  of  work  which  would  be  handled  by 
the  particular  individual  for  each  of  said  com¬ 
panies  during  the  current  calendar  year),  the 
remainder  of  each  individual’s  salary  was  ap¬ 
portioned  among  all  of  the  other  companies  here¬ 
inbefore  mentioned,  excepting  the  Trustees  of 
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Pittsburgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company,  on  the  ratio 
of  their  gross  revenues  for  the  year  ended  June 
30,  1939.*  None  of  these  individuals  is  identified 
with  the  Real  Estate  Division  and  consequently 
none  of  them  does  work  for  the  Trustees  of  Pitts¬ 
burgh  Railways  Company  or  the  Trustees  of 
Pittsburgh  Motor  Coach  Company. 

Salary  of  1  individual — apportioned  among  all  of 
the  companies  hereinbefore  mentioned,  excepting 
Kentucky  West  Virginia  Gas  Company,  Philadel¬ 
phia  Company,  the  Trustees  of  Pittsburgh  Rail¬ 
ways  Company  and  the  Trustees  of  Pittsburgh 
Motor  Coach  Company,  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30,  1939.*  This 
individual  is  not  identified  with  the  Real  Estate 
Division  and  consequently  does  no  work  for  the 
Trustees  of  Pittsburgh  Railways  Company  or  the 
Trustees  of  Pittsburgh  Motor  Coach  Company. 
The  work  which  he  does  for  Kentucky  West  Vir¬ 
ginia  Gas  Company  and  Philadelphia  Company  is 
too  negligible  to  warrant  the  allocation  of  any 
portion  of  his  salary  to  either  of  those  companies. 

Salaries  of  2  individuals — after  allocation  of  a 
flat  sum  to  Philadelphia  Company  (based  on  an 
estimate  of  the  volume  of  work  which  would  be 
handled  by  the  particular  individual  for  that 
company  during  the  current  calendar  year),  the 
remainder  of  each  individual’s  salary  was  appor¬ 
tioned  among  all  of  the  other  companies  herein¬ 
before  mentioned,  excepting  Kentucky  West  Vir¬ 
ginia  Gas  Company,  the  Trustees  of  Pittsburgh 
Railways  Company  and  the  Trustees  of  Pitts¬ 
burgh  Motor  Coach  Company,  on  the  ratio  of 
their  gross  revenues  for  the  year  ended  June  30, 
1939.*  These  individuals  are  not  identified  with 
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the  Real  Estate  Division  and  consequently  do  no 
work  for  the  Trustees  of  Pittsburgh  Railways 
Company  or  the  Trustees  of  Pittsburgh  Motor 
Coach  Company.  The  work  which  they  perform 
for  Kentucky  West  Virginia  Gas  Company  is  neg¬ 
ligible  and  hence  no  portion  of  their  salaries  is 
allocated  to  that  company. 

Salary  of  1  individual — after  allocation  of  a  flat 
sum  to  Kentucky  West  Virginia  Gas  Company 
(based  on  an  estimate  of  the  volume  of  work 
which  would  be  handled  by  the  particular  indi¬ 
vidual  for  that  company  during  the  current  cal¬ 
endar  year),  the  remainder  of  the  individual's 
salary  was  apportioned  among  all  of  the  other 
companies  hereinbefore  mentioned,  excepting 
Philadelphia  Company,  the  Trustees  of  Pitts¬ 
burgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company,  on  the  ratio 
of  their  gross  revenues  for  the  year  ended  June 
30, 1939.  This  individual  is  not  identified  with  the 
Real  Estate  Division  and  consequently  does  no 
work  for  the  Trustees  of  Pittsburgh  Railways 
Company  or  the  Trustees  of  Pittsburgh  Motor 
Coach  Company. 

Salary  of  1  individual — after  allocation  of  flat 
sums  to  Kentucky  West  Virginia  Gas  Company, 
Philadelphia  Company,  the  Trustees  of  Pitts¬ 
burgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company  (based  on  an 
estimate  of  the  volume  of  work  which  would  be 
handled  by  the  particular  individual  for  each  of 
said  companies  during  the  current  calendar  year) , 
the  remainder  of  the  individual’s  salary  was  ap¬ 
portioned  among  all  of  the  other  companies 
hereinbefore  mentioned  on  the  ratio  of  their  gross 
revenues  for  the  year  ended  June  30,  1939.* 
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Salaries  of  10  individuals — after  allocation  of  flat 
sums  to  Philadelphia  Company,  the  Trustees  of 
Pittsburgh  Railways  Company  and  the  Trustees 
of  Pittsburgh  Motor  Coach  Company  (based  on 
an  estimate  of  the  volume  of  work  which  would 
be  handled  by  the  particular  individual  for  each 
of  said  companies  during  the  current  calendar 
year),  the  remainder  of  each  individual’s  salary 
was  apportioned  among  all  of  the  other  com¬ 
panies  hereinbefore  mentioned,  excepting  Ken¬ 
tucky  West  Virginia  Gas  Company,  on  the  ratio 
of  their  gross  revenues  for  the  year  ended  June 
30,  1939.*  The  work  performed  by  these  individ¬ 
uals  for  Kentucky  West  Virginia  Gas  Company 
is  negligible  and  hence  no  portion  of  their  salaries 
is  allocated  to  that  company. 

Salary  of  1  individual  —  apportioned  among  the 
companies  hereinbefore  mentioned  on  the  basis 
of  a  monthly  time  sheet  kept  by  the  individual. 

Salaries  of  balance — after  allocation  of  a  flat  sum 
to  Philadelphia  Company  (based  on  an  estimate 
of  the  volume  of  work  which  would  be  handled 
by  the  particular  individual  for  that  company 
during  the  current  calendar  year) ,  the  remainder 
of  each  individual’s  salary  was  apportioned  among 
all  of  the  other  companies  hereinbefore  men¬ 
tioned,  excepting  Kentucky  West  Virginia  Gas 
Company,  on  the  ratio  of  their  gross  revenues  for 
the  year  ended  June  30,  1939.*  The  work  per¬ 
formed  by  these  individuals  for  Kentucky  West 


•Subject  to  the  following  qualification:  No  portion  was 
allocated  to  Cheswick  and  Harmar  Railroad  Company,  but  the 
gross  revenues  of  that  company  were  added  to  the  gross  rev¬ 
enues  of  Duquesne  Light  Company  in  determining  the  amount 
to  be  allocated  to  the  latter  company. 
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Virginia  Gas  Company  is  negligible  and  hence  no 
portion  of  their  salaries  is  allocated  to  that  com¬ 
pany. 

Personnel  Department  —  The  companies  for  which 
work  is  performed  include  all  of  the  companies 
listed  in  connection  with  the  President’s  Depart¬ 
ment,  except  Kentucky  West  Virginia  Gas  Company. 

All  salaries  for  April,  1940  were  apportioned  among 
all  of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Cheswick  and  Harmar  Railroad  Company  and 
Finleyville  Oil  and  Gas  Company,  on  the  following 
basis:  The  ratio  of  the  July,  1939  payroll  of  each 
of  the  companies  hereinbefore  mentioned  to  the 
aggregate  payroll  of  all  such  companies  for  the  same 
period  was  first  calculated  and  then  adjusted  so  as 
to  effect  the  elimination  of  Cheswick  and  Harmar 
Railroad  Company  and  Finleyville  Oil  and  Gas 
Company  and  so  as  to  more  closely  reflect  the  vol¬ 
ume  of  work  handled  by  the  department  for  the 
other  companies  during  the  year  ended  December 
31,  1939. 

Purchasing  Department — 

Office  of  General  Purchasing  Agent — The  companies 
for  which  work  is  performed  include  all  of  the  com¬ 
panies  listed  in  connection  with  the  President’s  De¬ 
partment,  except  Kentucky  West  Virginia  Gas  Com¬ 
pany. 

AU  salaries  for  April,  1940  were  apportioned,  in  the 
first  instance,  among  such  companies  on  the  ratio 
of  number  of  purchase  orders  issued  for  each  com¬ 
pany  during  the  year  ended  December  31,  1939. 
Subsequently,  as  materials  and  supplies  are  with¬ 
drawn  from  stores,  a  loading  charge,  which  includes 
a  salary  increment,  is  added  to  the  billing  charge  for 
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purchase  and  warehouse  expense,  with  the  effect  of 
redistributing  salaries  among  the  companies  with¬ 
drawing  such  materials  and  supplies  from  stores. 
Schedule  A  does  not  show  such  redistribution. 

General  Stores  Division  (Senior  and  Junior  Officers’ 
Payroll  Only) — The  companies  for  which  work  is 
performed  are  Allegheny  County  Steam  Heating 
Company,  Duquesne  Light  Company,  Equitable 
Auto  Company,  Equitable  Gas  Company,  Harwick 
Coal  and  Coke  Company  and  Pittsburgh  and  West 
Virginia  Gas  Company. 

There  is  only  1  person  identified  with  the  division 
who  is  on  either  the  Senior  or  Junior  Officers’  Pay¬ 
roll,  and  his  salary  for  April,  1940  was  apportioned 
among  the  foregoing  companies  on  the  ratio  of  the 
actual  time  spent  by  the  personnel  of  the  General 
Stores  Division  in  administering  stock  for  each  such 
company  during  the  year  ended  December  31,  1939. 
The  salary  of  this  individual  is  subsequently  re¬ 
distributed  in  the  same  manner  as  salaries  of  per¬ 
sons  identified  with  the  Office  of  General  Purchasing 
Agent.  Schedule  A  does  not  show  such  redistribu¬ 
tion. 

Advertising  Department — The  companies  for  which 
work  is  performed  include  all  of  the  companies  listed 
in  connection  with  the  President’s  Department,  ex¬ 
cept  Kentucky  West  Virginia  Gas  Company.  How¬ 
ever,  aside  from  the  work  involved  in  the  prepara¬ 
tion  and  publication  of  the  “Public  Service”  maga¬ 
zine  (see  next  item  in  this  Statement),  the  person¬ 
nel  of  the  department  works  almost  exclusively  for 
five  companies:  Allegheny  County  Steam  Heating 
Company,  Duquesne  Light  Company,  Equitable  Gas 
Company,  Equitable  Sales  Company  and  the  Trus¬ 
tees  of  Pittsburgh  Railways  Company. 
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AU  salaries  for  April,  1940  were  apportioned  among 
the  five  companies  named  above  according  to  an 
estimate  of  the  relative  time  required  to  handle  the 
work  of  each  such  company  during  the  year  ended 
December  31,  1939. 

Sales  and  Service  Department — The  companies  for 
which  work  is  performed  are  Allegheny  County 
Steam  Heating  Company,  Duquesne  Light  Company, 
Equitable  Gas  Company,  Equitable  Sales  Company 
and  Pittsburgh  and  West  Virginia  Gas  Company. 

Salaries  for  April,  1940  were  allocated  on  the  fol¬ 
lowing  bases: 

Salaries  of  172  individuals — apportioned  among 
those  of  the  companies  hereinbefore  named  for 
which  the  particular  individual  performs  work 
according  to  an  estimate  of  the  volume  of  work 
which  would  be  handled  by  the  particular  individ¬ 
ual  for  each  such  company,  based  on  the  year 
ended  December  31,  1939.  Each  estimate  is  sub¬ 
ject  to  monthly  revision. 

Salaries  of  12  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  named  for 
which  the  particular  individual  performs  work  on 
the  ratio  of  number  of  transactions  handled  by 
the  particular  individual  for  each  such  company 
during  the  year  ended  December  31,  1939.  In  the 
instances  of  two  of  these  individuals,  the  Trustees 
of  Pittsburgh  Railways  Company  also  figure  in 
the  apportionment. 

Salaries  of  8  individuals  —  apportioned  among 
those  of  the  companies  hereinbefore  named  for 
which  the  particular  individual  performs  work 
on  the  ratio  of  proportionate  amount  of  rental 
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currently  paid  by  each  such  company  for  the 
store  location  where  the  particular  individual 
works. 

Salaries  of  balance — 100%,  in  each  instance,  to 
some  one  company,  since  each  individual  performs 
work  for  one  company  only. 

Adjustment  Department — The  companies  for  which  work 
is  performed  include  all  of  the  companies  listed  in 
connection  with  the  President’s  Department,  except 
Kentucky  West  Virginia  Gas  Company.  However,  the 
personnel  of  the  department  works  almost  exclusively 
for  six  companies:  Allegheny  County  Steam  Heating 
Company,  Duquesne  Light  Company,  Equitable  Auto 
Company,  Equitable  Gas  Company,  the  Trustees  of 
i  Pittsburgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company. 

There  are  only  2  persons  identified  with  the  depart¬ 
ment  who  are  on  either  the  Senior  or  Junior  Officers’ 
Payroll,  and  their  salaries  for  April,  1940  were  ap¬ 
portioned  among  the  six  companies  named  above  on 
the  ratio  of  accidents,  claims  and  suits  involving  each 
such  company  during  the  year  ended  December  31, 
1939;  the  ratio  of  accidents,  of  claims  and  of  suits 
being  separately  calculated  and  then  averaged  to¬ 
gether. 

Telephone  Department — The  companies  for  which  work 
i  is  performed  include  all  of  the  companies  listed  in  con¬ 
nection  with  the  President’s  Department,  except  Ken¬ 
tucky  West  Virginia  Gas  Company. 

There  is  only  1  person  identified  with  the  department 
who  is  on  either  the  Senior  or  Junior  Officers’  payroll, 

'  and  his  salary  for  April,  1940  was  apportioned  among 
all  of  the  companies  hereinbefore  mentioned,  except¬ 
ing  Cheswick  and  Harmar  Railroad  Company,  Finley- 


Philadelphia  Exhibit  No.  JfO. 


2353a 


ville  Oil  and  Gas  Company  and  Philadelphia  Company, 
on  the  ratio  of  actual  work  done  by  the  entire  depart¬ 
ment  for  each  such  company  during  the  year  ended 
December  31,  1939,  determined  by  consideration  of 
time  sheets,  telephone  traffic  and  other  pertinent 
factors. 

General  Nature  of  Work  Performed  by  Departments 

and  Divisions  Listed  Above — 

President’s  Department — In  respect  to  Cheswick  and 
Harmar  Railroad  Company,  the  Trustees  of  Pitts¬ 
burgh  Railways  Company  and  the  Trustees  of  Pitts¬ 
burgh  Motor  Coach  Company,  advisory  assistance;  in 
respect  to  the  other  companies  for  which  work  is 
performed,  general  executive  supervision  and  control. 

Accounting  Department — 

Office  of  Controller — Performance  of  various  duties 
commonly  pertaining  to  the  position  of  Controller; 
and  coordination  and  direction  of  the  work  of  the 
other  divisions  of  the  department. 

Statistical  Division — Preparation  and  maintenance  of 
statistical  information  generally,  including  tax  re¬ 
turns,  reports  to  regulatory  bodies,  operating  budg¬ 
ets  and  financial  and  other  reports ;  and  maintenance 
of  bond  interest  coupon  records. 

Disbursements  Division  —  Maintenance  of  corporate 
books  and  supporting  ledgers,  showing  detail  of 
assets  and  liabilities  and  revenues  and  expenses; 
preparation  of  accounts  payable  vouchers;  auditing 
of  accounts  and  funds  maintained  at  outside  agen¬ 
cies;  and  handling  of  all  accounting  matters  gen¬ 
erally  pertaining  to  the  general  books  and  records. 
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Payroll ,  Timekeeping  and  Pension  Division — Such  du¬ 
ties  as  pertain  to  the  administration  of  payrolls, 
payroll  distribution,  pay  checks,  payroll  taxes,  and 
annuity  and  pension  records. 

Construction  Costs  Division — Control  of  construction 
expenditures,  as  authorized  by  budget;  operation 
of  construction  costs  ledgers  by  construction  au¬ 
thorization;  handling  of  general  clerical  work  in 
connection  with  construction  costs  and  retirement 
of  plant  property ;  and  maintenance  of  such  detailed 
construction  accounting  as  is  required  by  classifi¬ 
cations  of  accounts  prescribed  by  regulatory  bodies. 

Receipts  Division — Gas,  Electric,  Steam  and  Merchan¬ 
dise — Reading  of  electric,  gas  and  steam  meters; 
recording  and  handling  of  service  contracts  and 
merchandise  accounts;  preparation  and  mailing  of 
service  and  merchandise  bills  and  notices  of  delin¬ 
quency;  refunding  of  customers’  deposits;  auditing 
of  customers’  accounts  paid  to  the  Treasurer  or 
collection  agencies ;  and  performance  of  clerical 
work  generally  involved  in  customer  accounting. 

Stores  Accounting  Division — Recording,  in  materials 
and  supplies  stock  ledgers,  of  all  materials  and  sup¬ 
plies  purchased  and  stored  for  future  use  and  all 
requisitions  withdrawing  such  materials  and  sup¬ 
plies  from  stores;  distribution  of  materials  and 
supplies  withdrawn  to  accounts  affected  by  such 
withdrawals  and  auditing  of  all  invoices  against 
receipts  for  materials  and  supplies  taken  into 
stores;  taking  of  inventories  of  materials  and  sup¬ 
plies;  shop  store  accounting;  and  performance  of 
clerical  work  generally  related  to  materials  and 
supplies  in  and  out  of  stores. 

Auto  Costs  Division — Cost  accounting  for  all  automo¬ 
tive  equipment  by  units;  preparation  of  monthly 
automotive  operating  reports;  auditing  of  daily 
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time  reports  and  invoices  relating  to  costs  of  auto¬ 
motive  equipment;  preparation  of  bills  for  automo¬ 
tive  service;  and  performance  of  clerical  work  gen¬ 
erally  involved  in  accounting  for  automotive  equip¬ 
ment  operation. 

Receipts  Division — Transportation — Auditing  of  daily 
reports  of  street  car  and  motor  coach  operations 
( showing  routes,  passengers  carried,  miles  operated, 
fares  collected  and  the  like) ;  preparation  of  peri¬ 
odic  reports  based  on  such  data;  administration  of 
freight  account  ledgers  and  preparation  of  bills  for 
freight  hauling;  and  performance  of  clerical  work 
generally  related  to  transportation  receipts  and 
freight  hauling. 

Valuation  and  Property  Records  Division — Reclassifi¬ 
cation  of  gas  and  electric  properties;  determination 
of  original  costs  in  respect  thereto  and  establish¬ 
ment  of  continuing  property  records;  maintenance 
of  property  records  for  current  construction  and 
retirements;  and  furnishing  of  valuation  and  sta¬ 
tistical  data  for  use  in  connection  with  operating 
and  accounting  reports,  income  tax  returns  and  in¬ 
surance  matters. 

Standardization  of  Printing  and  Stationery  Division — 
Such  work  as  is  involved  in  the  standardization  of 
printing  and  stationery  forms. 

Treasury  Department — 

Office  of  Treasurer — Performance  of  various  duties 
commonly  pertaining  to  the  positions  of  Treasurer 
and  Assistant  Treasurer;  and  coordination  and  di¬ 
rection  of  the  work  of  the  other  divisions  of  the 
department. 

Bookkeeping  Division — Maintenance  of  cash  books; 
recording  of  monies  received  from  all  sources;  reg- 
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istering  of  vouchers  issued  for  disbursement  of 
monies;  and  maintenance  of  auxiliary  control  rec¬ 
ords  fcr  bank  accounts,  including  returns  from 
collecting  banks  and  other  authorized  collection 
agencies. 

Cashiers’  Division — Acceptance  of  payment  of  cus¬ 
tomers’  service  and  merchandise  sales  accounts  by 
mail  and  at  tellers’  windows;  and  sale  of  street 
railway  and  motor  coach  tickets,  tokens  and  passes. 

Credits  and  Collections  Division — Collection  of  delin¬ 
quent  customers’  service  bills  and  merchandise  sales 
accounts. 

Paymasters’  Division — Disbursement  of  semi-monthly 
payrolls  and  general  office  payrolls  of  monthly  rated 
employes. 

Stock  Transfer  and  Dividend  Division — Maintenance 
of  records  of  stockholders  and  dividend  disburse¬ 
ments  ;  transfer  of  stock,  where  the  particular  com¬ 
pany  is  its  own  transfer  agent;  and  preparation  of 
reports  to  governmental  bodies  relative  to  dividend 
disbursements. 

Counting  Room  and  Ticket  Agents’  Division — Collec¬ 
tion  of  daily  receipts;  deposit  of  cash  receipts  in 
selected  depositaries  (with  a  proper  report  thereof 
to  the  Accounting  Department) ;  and  ordering  and 
distribution  of  street  railway  and  motor  coach  tick¬ 
ets,  tokens  and  passes. 

Secretary’s  Department — 

Office  of  Secretary  —  In  respect  to  the  Trustees  of 
Pittsburgh  Railways  Company  and  the  Trustees  of 
Pittsburgh  Motor  Coach  Company,  safekeeping  of 
documents  and  records  and  supplying  of  informa¬ 
tion  therefrom  or  in  respect  thereto,  as  well  as  per¬ 
formance  of  such  other  work  as  is  specifically  re- 
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quired  by  said  Trustees;  in  respect  to  the  other 
companies  for  which  work  is  performed,  such  duties 
as  ordinarily  pertain  to  the  positions  of  Secretary 
and  Assistant  Secretary,  as  for  example,  holding 
of  directors’  and  stockholders’  meetings,  keeping  of 
minutes  of  such  meetings,  attestation  of  contracts 
and  other  instruments,  safekeeping  of  copies  of 
contracts,  agreements  of  sale,  agreements  of  con¬ 
solidation  and  merger,  franchises,  charters  and 
other  documents  and  records,  and  supplying  of  in¬ 
formation  therefrom  or  in  respect  thereto;  in  re¬ 
spect  to  Cheswick  and  Harmar  Railroad  Company, 
in  addition  to  the  foregoing,  general  executive  su¬ 
pervision  and  control.  The  Office  of  Secretary  also 
supervises  the  work  of  the  Photostat  and  Mail  Divi¬ 
sions  of  the  department. 

Photostat  Division — Making  of  photostatic  copies  of 
documents,  records  and  papers. 

Mail  Division — Maintenance  of  a  central  mail  collec¬ 
tion  and  delivery  service. 

Law  Department — Legal  matters  of  every  character  and 
description,  other  than  negligence  or  damage  cases 
and  certain  tax  matters.  Through  its  Real  Estate  Divi¬ 
sion,  the  department  also  takes  care  of  the  purchase, 
lease  and  sale  of  real  estate;  the  supervision  and 
maintenance  of  real  estate  other  than,  operating  prop¬ 
erty;  the  handling  of  real  estate  taxes;  the  placement 
of  insurance  on  property  of  all  kinds;  and  the  trans¬ 
action  of  other  matters  of  a  real  estate  nature. 

Personnel  Department  —  Employment,  education  and 
training  of  employes;  compilation  and  maintenance  of 
employes’  service  records ;  handling  of  Social  Security 
forms  and  administration  of  group  insurance,  group 
annuities,  workmen’s  compensation  and  welfare  allow¬ 
ances  in  respect  to  such  employes ;  promotion  of  safety 
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and  furnishing  of  medical  and  dental  attention  to  such 
employes ;  and  advancement  of  employe,  industrial  and 
public  relations. 

Purchasing  Department — 

Office  of  General  Purchasing  Agent — Purchase  of  ma¬ 
terials,  supplies  and  equipment;  and  supervision 
over  the  work  of  the  General  Stores  Division  of  the 
department. 

General  Stores  Division — Receipt,  inspection,  storage 
and  delivery  of  new  materials,  supplies  and  equip¬ 
ment  purchased  through  the  office  of  the  General 
Purchasing  Agent;  and  disposal  of  scrap  and  used 
materials,  supplies  and  equipment. 

Advertising  Department — Handling  of  advertising  and 
publicity;  and  preparation,  and  supervision  over  the 
publication,  of  a  monthly  employe  magazine  called 
“Public  Service.”  The  department  also  does  work  on 
occasion  for  various  outside  organizations,  philan¬ 
thropic  and  otherwise,  not  directly  connected  with  the 
work  of  any  of  the  companies  in  the  Philadelphia 
Company  Group,  but  considered  to  be  good  public  re¬ 
lations  activities. 

Sales  and  Service  Department — Such  duties  as  are  inci¬ 
dent  to  the  sale  and  utilization  of  electric,  gas  and 
steam  service,  equipment  and  appliances,  including 
preparation  of  market  studies,  holding  of  sales  cam¬ 
paigns,  demonstration  of  the  use  of  load-building 
equipment  and  appliances,  training  of  sales  personnel, 
adjustment  of  service  irregularities,  and  maintenance 
of  proper  public  relations  in  respect  to  service  activi¬ 
ties  ;  and  preparation  of  rate  schedules,  analyses,  sta¬ 
tistics  and  forecasts,  and  maintenance,  filing  and 
publication  of  such  rate  reports  as  are  required  by 
regulatory  bodies. 


Philadelphia  Exhibit  No.  JjO. 


2359a 


Adjustment  Department — Investigation  of  negligence  or 
damages  cases;  adjustment  of  claims  arising  from 
such  cases;  and  handling  of  litigation,  where  claims 
cannot  be  amicably  adjusted.  The  actual  trial  of  cases 
is  conducted  by  outside  attorneys  engaged  for  the 
purpose  by  the  department,  and  not  by  any  attorney 
identified  with  the  department. 

Telephone  Department — Maintenance  and  operation  of 
a  private  telephone  system,  together  with  connections 
with  public  telephone  facilities  and  other  privately- 
owned  lines;  and  general  administration  and  super¬ 
vision  over  telephone  service. 
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Persons  Identified  with  General  Departments  Whose  Salaries  are  Paid 
by  Payroll  Check  of  “ Phikulelphia  Company  and  Subsidiary  Companies ” 
But  Who  Might  be  Eliminated  from  Service  Company  Setup — 


Department 

President’s  Department . 

Accounting  Department 

Office  of  Controller . 

Statistical  Division . 

Disbursements  Division . 

Disbursements  Division . 

Disbursements  Division . 

Disbursements  Division . 

Payroll,  Timekeeping  and  Pension 

Division . 

Payroll,  Timekeeping  and  Pension 

Division . 

Construction  Costs  Division . 

Construction  Costs  Division . 

Receipts  Division  —  Gas,  Electric, 

Steam  and  Merchandise . 

Receipts  Division  —  Gas,  Electric, 

Steam  and  Merchandise . 

Stores  Accounting  Division . 

Auto  Costs  Division . 

Auto  Costs  Division . 

Receipts  Division — Transportation 
Receipts  Division — Transportation 
Valuation  and  Property  Records 

Division . 

Valuation  and  Property  Records 

Division . 

Standardization  of  Printing  and 

Stationery  Division . 

Treasury  Department 

Office  of  Treasurer . 

Bookkeeping  Division . 

Cashiers’  Division . 

Credits  and  Collections  Division . . 

Paymasters’  Division . 

Stock  Transfer  and  Dividend  Divi¬ 
sion  . 

Counting  Room  &  Ticket  Agents’ 

Division . 

Counting  Room  &  Ticket  Agents’ 
Division . 


Number 

Aggregate 

Reason 

of  Such 

Gross  Salary 

for  Elimi¬ 

Persons 

for  April,  19 U0 

nation 

None 

None 

None 

20 

$  4,210.00 

A 

1 

380.00 

B 

3 

575.00 

C 

4 

790.00 

D 

4 

546.00 

A 

3 

508.00 

B 

11 

1,875.00 

A 

1 

155.00 

C 

124 

16,411.00 

A 

2 

346.00 

C 

22 

3,478.00 

A 

11 

1,705.00 

A 

1 

240.00 

D 

16 

1,791.00 

A 

6 

848.00 

B 

233 

38,038.79 

A 

2 

300.00 

C 

None 

None 

None 

1 

184.00 

B 

11 

1,518.00 

A 

None 

None 

23 

3,418.00 

A 

15 

2,716.00 

B 
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Persons  Identified  with  General  Departments  Whose  Salaries  are  Paid 
by  Payroll  Check  of  “Philadelphia  Company  and  Subsidiary  Companies f* 
Bui  Who  Might  be  Eliminated  from  Service  Company  Setup — ( Continued) 


Department 

Secretary’s  Department 

Office  of  Secretary . 

Photostat  Division . 

Mail  Division . 

Law  Department . 

Personnel  Department . 

Purchasing  Department 

Office  of  General  Purchasing  Agent 
General  Stores  Division  (Senior 
and  Junior  Officers’  Payroll  only) 

Advertising  Department . 

Sales  and  Service  Department . 

Sales  and  Service  Department . 

Adjustment  Department  (Senior  and 

Junior  Officers’  Payroll  only) . 

Telephone  Department  (Senior  and 
Junior  Officers’  Payroll  only) . 


Number  Aggregate  Reason 
of  Such  Gross  Salary  for  Elimi- 


Persons 

for  April,  19 UO 

nation 

1 

None 

$  100.00 

A 

2 

None 

None 

None 

None 

None 

80.00 

A 

226 

40,444.80 

A 

19 

None 

4,882.00 

C 

None 

762 

$125,539.59 

(A)  Each  such  person  performs  work  for  one  company  only,  which 
alone  defrays  his  salary.  For  a  detail  of  such  persons  by  companies,  see 
Schedule  C,  attached  hereto. 

(B)  Each  such  person  performs  work  for  the  Trustees  of  Pittsburgh 
Railways  Company  and  the  Trustees  of  Pittsburgh  Motor  Coach  Company 
mly,  which  alone  defray  his  salary.  Said  Trustees  are  not  affiliates  of  Phila- 
lelphia  Company  or  of  any  of  its  subsidiary  companies. 

(C)  Each  such  person  works  predominantly  for  one  company,  which 
iefrays  95%  or  more  of  his  salary.  For  a  detail  of  such  persons  by  com¬ 
panies,  see  Schedule  D,  attached  hereto. 

(D)  Each  such  person  confines  his  work  to  a  group  of  companies 
vliich  does  not  include  any  holding  company,  public  utility  company,  fiscal 
>r  financing  agency  of  a  holding  company,  or  investment  company  or  invest- 
nent  trust,  and  no  part  of  his  salary  is  defrayed  by  any  such  company, 
igency  or  trust.  No  detail  of  such  persons  by  groups  of  companies  is  pres¬ 
ently  available. 

Note — No  person  included  in  any  one  of  the  foregoing  classifications 
s  included  in  any  other. 
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Telephone  Department  (Senior  and  Junior 

Officers’  Payroll  only) .  . 1  425.00 

862  $160,107.63  762  $125,539.59 
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Practical  Objections  to  Service  Company  Setup  on  Fore¬ 
going  Basis — No  insurmountable  objections  of  a  prac¬ 
tical  nature,  so  long  as  salaries  alone  are  being  dealt 
with.  If,  however,  the  Service  Company  will  be  required 
to  procure  or  furnish  the  space  to  be  occupied  by  the 
individuals  transferred  to  its  payroll,  and  the  furniture, 
equipment,  materials  and  supplies  to  be  utilized  by  such 
individuals,  certain  practical  objections  will  arise.  As  the 
latter  situation  is  not  being  considered  at  the  present 
time,  a  statement  of  these  objections  is  not  included 
herein. 

The  f  oregoing  prepared  as  of  May  14, 1940. 
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SCHEDULE  A 

Detail  of  April ,  19 UO  Gross  Payroll  Disbursed  by  “ Philadelphia  Company  and  Subsidiary  Companies ” 

Account  (after  Prior  Deductions  from  Payroll) —  According  to  Proportions  Thereof  Advanced  by 
Each  Company — 

No.  of  Persons 
Amount  Disbursed  to 

(A)  April,  1940  Gross  Payroll  Disbursed .  $326,074.55  1,697 

(B)  a/c  Persons  Identified  with  General  Depart¬ 
ments  .  $285,647.22  1,624 

(C)  a/c  Persons  Not  Identified  with  General 

Departments .  40,427.33  73 

Percentage  of  No.  of  Persons 

Amount  Total  Disbursed  to 


Advanced  by 

(A) 

(B) 

(C) 

(A) 

(B) 

(C) 

(A) 

(B) 

(C) 

Ally.  Co.  Steam  Heating  Co . 

...  $  3,767.66 

$  3,445.25 

$  322.41 

1.16  % 

1.21  % 

.80% 

350 

342 

8 

Duquesne  Light  Co . 

. . .  177,732.30 

154,333.60 

23,398.70 

54.51 

54.03 

57.88 

1,299 

1,253 

46 

Equitable  Auto  Co . 

4,357.04 

3,663.88 

693.16 

1.34 

1.28 

1.71 

277 

273 

4 

Equitable  Gas  Company . 

74,392.98 

71,810.96 

2,582.02 

22.81 

25.14 

6.39 

1,005 

998 

7 

Equitable  Real  Estate  Co . 

895.80 

895.80 

.27 

.31 

244 

244 

Equitable  Sales  Co . 

6,579.18 

5,654.18 

925.00 

2.02 

1.98 

2.29 

417 

415 

2 

Finleyville  Oil  &  Gas  Co . 

225.44 

143.86 

81.58 

.07 

.05 

.20 

167 

162 

5 

Harwich  Coal  and  Coke  Co . 

4,859.54 

2,669.81 

2,189.73 

1.49 

.94 

5.42 

261 

255 

6 

Philadelphia  Co . 

5,685.60 

5,685.60 

1.74 

1.99 

235 

235 

Philadelphia  Oil  Co . 

514.10 

436.51 

77.59 

.16 

.15 

.19 

248 

243 

5 

Pittsburgh  &  W.  Va.  Gas  Co . 

13,823.05 

11,605.91 

2,217.14 

4.24 

4.06 

5.48 

352 

345 

7 

Trustees  of  Pittsburgh  Railways  Company . 

31,016.27 

23,121.27 

7,895.00 

9.51 

8.10 

19.53 

363 

350 

13 

Trustees  of  Pittsburgh  Motor  Coach  Company . 

2,225.59 

2,180.59 

45.00 

.68 

.76 

.11 

256 

255 

1 

$326,074.55 

$285,647.22 

$40,427.33 
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SCHEDULE  B 

Detail  of  General  Department  Payroll  (Gross)  for  April,  19  W  Disbursed  by  “Philadelphia  Company 
and  Subsidiai'y  Companies ”  Account  (after  Prior  Deductions  from  Payroll) — According  to  Projjor- 
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Adjustment  Department  (Senior  and  Junior  Offi¬ 
cers’  Payroll  only) .  931.17  74.00  2 

Telephone  Department  (Senior  and  Junior  Offi¬ 
cers’  Payroll  only) .  78.62  18.49  _ 1 

$23,121.27  350 
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PHILADELPHIA  EXHIBIT  No.  41 

[Received  in  evidence  at  Transcript  page  No.  686; 
stricken  at  Transcript  pages  No.  711  and  719.  The  Com¬ 
mission,  however,  in  its  Order  of  June  1,  1948  held  that 
the  action  of  the  hearing  officer  in  striking  this  exhibit 
was  unwarranted,  and  it  took  the  exhibit  into  considera¬ 
tion  in  making  its  findings. 


i 


Witness:  Mr.  Scharff] 
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DUQUESNE  LIGHT  COMPANY 

Comparative  Statistics  for  1945  of  Electric  Companies  and  Electric  Departments  of  Combination  Com¬ 
panies  in  Pennsylvania  with  Total  Revenues  of  more  than  $1,000,000  per  Year;  and  Total  Sales  of  not 
more  than  10,000  KWH  per  Customer  per  Year;  and  Ratios  based  thereon. 


Residential 

Customers 

Residential 

Sales 

KWH 

Residential 

Revenue 

KWH 

Residential 

Sales 

■per  Customer 

Residential 
Revenue 
per  Customer 

Residential 
Revenue 
per  KWH 

Duquesne  Light  Co . 

..  330,050 

405,633,447 

$13,757,059 

1,229 

$41.68 

.034 

Edison  Light  &  Power  Co . 

. .  32,084 

42,242,637 

1,104,614 

1,317 

34.43 

.026 

Luzerne  County  Gas  &  Elec.  Corp. . . 

. .  34,761 

23,273,467 

1,271,846 

670 

36.59 

.055 

Metropolitan  Edison  Co . 

..  117,070 

135,366,327 

5,217,879 

1,156 

44.57 

.039 

Northern  Penna.  Power  Co . 

. .  23,886 

27,259,603 

1,242,414 

1,141 

52.01 

.046 

Penna.  Edison  Co . 

59,859 

57,430,453 

2,419,704 

959 

40.42 

.042 

Penna.  Electric  Co . 

..  170,680 

171,526,425 

7,131,584 

1,005 

41.78 

.042 

Penna.  Power  Co . 

. .  50,756 

72,581,736 

2,254,680 

1,430 

44.42 

.031 

Penna.  Power  &  Light  Co . 

..  381,442 

372,394,736 

16,683,632 

976 

43.74 

.045 

Philadelphia  Electric  Co . 

..  662,520 

830,101,624 

25,726,370 

1,253 

38.83 

.031 

Scranton  Electric  Co . 

. .  71,198 

58,371,365 

2,224,797 

820 

31.25 

.038 

South  Penn  Power  Co . 

. .  9,372 

10,830,371 

465,993 

1,156 

49.72 

.043 

W’est  Penn  Power  Co . 

..  225,826 

284,652,807 

9,402,336 

1,260 

41.64 

.033 
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SIT  No.  42 


[Received  in  evidence  at  Transcript  page  No.  691; 
stricken  at  Transcript  pages  No.  711  and  719.  The  Com¬ 
mission,  however,  in  its  Order  of  June  1,  1948  held  that 
the  action  of  the  hearing  officer  in  striking  this  exhibit 
was  unwarranted,  and  it  took  the  exhibit  into  considera¬ 
tion  in  making  its  findings. 


Witness:  Mr.  Scharff] 


DUQUESNE  LIGHT  COMPANY 


2400a 


Philadelphia  Exhibit  No.  lfl. 


i 

£ 

o 

gS 

.2  « 

«  * 

3  02 


o 

3 


o 

00 

3 

o 

o 

X! 


30 

£ 

o 

O 


-2 

3 

o 

£ 

■fi 

3 


3 

-*-> 

o 

T3 

s 

05 


3 

O 


V 

_  o 

&  ft 
D  ° 
o 


a 
£ 
a 

v 

a 

_  ft 

S3  § 

.  S3 

£  © 

,3  jj 

**  cS 
A  Z3 

.5®  s 

£5  o 

a  *73 

Sea 

q> 

2  « 

<+H 

o 


o 


v 

©  o 

03 

5  §  6  © 
°  .5  Jc 


8® 
H  SB¬ 
'S  3 
3  os 

c5  43 

a 

oo 

O  03 
.3  ^ 

S3  O 
3  3 
ft  C 
C  vh 

O  ° 

O  « 

C5  3 

-  g 
> 
« 


g 


5  3 
bo  ■" 
3  -3 
3  bC 
3m  « 

**  h2 
<  O 

3  £ 

£3 

V  c 
<a  £ 
ft  o 

M 

V  V* 

<y  _. 
£  ^ 


Vi  3 

o 

«M  _g 
lO  _ 

Oi  -pH 

^  £ 

O  05 
*M  3 
no  3 
O  > 

•^4  *— — « 

■*5  >* 

3  03 
«  3 

o  3 

>  PL, 

3  3 

5  03 

ft  O 

£  3 
©  os 
O  ft 


_  O 


3 

3 


CD  •  «. 

3  ;* 

O  « 


£ 

o 


v 

o 

ft  3 

a  o 

^  V 
03 
ft 
o 

o  _ 

2  02 


a 


s 


§5 

5  g 

©  'S 

O  g 

£« 


£2* 
5  »  v 

Scs  » 

a;  R 


to 

rH 

CO 

rr 

00 

Ci 

CM 

CM 

CO 

uo 

to 

lO 

oa 

CO 

CO 

CO 

CO 

CO 

CO 

T?< 

T* 

T? 

■tp 

IQ 

o 

• 

«/5- 

o 

• 

o 

o 

• 

o 

o 

o 

• 

o 

o 

o 

o 

• 

o 

• 

o 

• 

£ 

»4 


S 

c 


o 
O 

V 
03 

£ 

o 

^  o 

*3  o 

a  §? 
60  > 
'3  © 

►J  ft 

£  3 

o  3 

CD  3 

T3  g 
W  ft 


o 

O 

o 

•im 

V 

0) 

03 

W 


o 

O 


03 

£ 

o 

ft 


—t 

A  3 

43  03 

03  Q. 
TO  ^ 
3  -4-i 

•£  03 

ft  ^ 


O 

o  O 
u  o 
-£  *S 

.5?  g 

^  H 

©  r-. 

3  ~ 

3  © 

03  -£ 

S'  2 
Q  w 


o 
U 

3 
O  o 

03  O 

1  -2 

^  V 

3 
3 


g 

W 


o 
O 
v 

3 
£ 
3  O 
o  ft 

03 


O 

o 


43  -  T3 


O 
ft 

o  3 
V  3 

■4-»  C 

©  o 

s  ft 


W  S 

.  ^ 

3  - 

£  ^ 

3  3 

03  © 

ft  m 


a 

Vi 

O 

O 


.  6  g 
o  o  — * 

u  u  H 

S  %  *8 

bo  ©  w 

3^ 

°3  «  >5 

C  4^ 

3  3 

g  ©  3 

?  ft  O 

o  o 

ft  3 
vo 

,4  03  C 

2  42  V 

3  -+->  o 

3  £  N 

O  ©  3 

ft  ^  *1 


M  00 

K  fn 

f>\  .  w 


Ob'1 

a: 


1"H 

oi 

c4 

TT 

IQ 

to 

• 

t- 

00 

00 

10. 

rH 

1-H 

CO 

tH 

K 

o 

t> 

o 

CO 

Ci 

to 

to 

rH 

IO 

to 

05 

o 

o 

■2  a: 

CO 

rH 

to 

lO 

CM 

lO 

lO 

o 

t- 

lO 

<M 

t> 

5fe 

OSc 

rj« 

0* 

rH 

CO 

rH 

N 

rH 

W 

rH 

CM 

rH 

•s 

▼H 

tH 

<K 

t-H 

»s 

o 

•s 

tH 

Ob 

C5 

00 

to 

A 

• 

• 

» 

• 

• 

• 

• 

• 

: 

• 

• 

* 

ft 

V 

6 

O 

v  o 

©  o 
•  ©  Jr1 

©  ft  03 

o  ^  > 

.  °<5  O 

ei  g  *S  SS 

^1  ft  a  g 

3  £  * 


© 

v  .2  « 

O  'O  ^ 

ft  H  s: 


a  :  6 

:  o 

o 

i;  ©  o 
o  O  .2 
J£  'o 
H  X  H 

.2  a  £ 

'c.  ©  -^ 

o  5  6 
'o  o  g* 

3  3  £ 

"  C 
35  3  © 

ft  Q  S 


O 

O 

v 

o 

o 

ft 


o 

O 

V 

o 

£ 

o 

ft 


o 

O 

35 

.  be 

U  J 


:  g 
:  S 
: 


3 
3 
3 
O 
3  ft 


3 

o 

ft 


3 

V 

o 
33  -C 


O 

*  U 
V 

o 

S  ft  H 


_o 

V 

-*-> 

g 


3 

O 

CQ 


a 

o 


m  a 


3  3 

3  3 
.33 
o  o  o 
ft  ft  ft 


3 

3 

3 


O 

U 

'v 

-*4> 

o 

o 

s 

3 

3 

3 

3 

V 

o 


O 

3 

3 

O 

O 

o 

3 

V 

o 

N 

3 


co  i-J 


HNW^lO®«OOOOHNeO 


Philadelphia  Exhibit  No.  lf$.  2401a 

PHILADELPHIA  EXHIBIT  No.  43 

[Received  in  evidence  at  Transcript  page  No.  695; 
stricken  at  Transcript  pages  No.  711  and  719.  The  Com¬ 
mission,  however,  in  its  Order  of  June  1,  1948  held  that 
the  action  of  the  hearing  officer  in  striking  this  exhibit 
was  unwarranted,  and  it  took  the  exhibit  into  considera¬ 
tion  in  making  its  findings. 


Witness:  Mr.  Scharff] 


DUQUESNE  LIGHT  COMPANY 


2402a 


Philadelphia  Exhibit  No.  JfS. 


Is 

©  o? 
•8-1 

>*  £ 
I 

•e  O 
© 

•t-*  3  , 


cQ  X 
«  £ 
o  ° 

5?  o 

o  .. . 


~  2 


eg  X 

■* e  be 
o 

E-*  ffi 


eS  ,3 

o 

^  £ 
.  o 


S  eg 
2  » 
'  o 

Q 

o 

© 

2  *S 

C5 

_  © 
2  .2 
.h  a 

©  s 

CO  eg 

—  03 

eg  © 

■i  *2 

£  cs 
®  a 
5  3 

03  £ 


§•? 

S-s 

o  3 

o  — 

th  "C 
G&-  © 

bo 


03  8 

5  a 

«  s- 


X  - 
-*->  Si 

3  .2 

O  03 
52  03 

£ 

-*->  5 
®  £ 
£  O 

u 
*3  ^ 
.2  3 

ft  £ 
>>  o 

h  a 


>  CDOOOOi— ilCOOtOlOOOOCl 
is  oc  q  C5  o  o  o  h  m  n  co  rr  ^  co 
'rr;  h  H  H  H  fi  N  oi  N  N  oi  oi  N  N  N  N 
^  f/D- 


aj : : 

si  o  : 
o  o  : 

Si  o  o 

o  £  .  o 

ft.  |  S  « 

**§■§ 
Cg  Pi  o 

*§>  §  c  a 

—  eg  3 

H  >  O  C 


O  . 

o  ° 
©^ 


s  >*ft 

o  60 
2  c 

?2  «j 

'P  S  £ 

a  a  £ 


©  bo 
®  *3 

a  J 

§  S 

-2  g 


1  S 

eg  {-H 

•“4  f-* 

M  Q 


s  ^ 

6  c5 
u 

©  g 

o  — 

5H 
i  I 

x  © 
a  a 


*  o 

d°  : 

S3  .2  w 
£  g  d 
o  a  cj 

^  3  • 

25  8 
*-* 

£  iw 

h  O  « 

53  Si  G 
3  t>  C 

O^O 

co  ^  ft 


:  g  d 
6a^ 

u  q«  © 

x  ^  £ 
bo  w  o 
£  ft 

a  u  *■* 

<%  >>  * 


O  o  3 

03  >  rg 

—  go 
'Poo 
a  a  t; 


W  w  ^  aZ, 

Pi  Pi  a  ^ 


HNNrtiOtOt-OCCiOHNNflO 

r- 1  l-H  1— I  1-H  1— I  1-* 


to  I- i©iOiOiOt-OOlOC'*©©*3l2^ 
vs;T  o  h  n  n  n  n  co  w  ■<?  Tr  to  to  ®  <o  a 

75  a  a  a  r— t  i”<  t-1  H  t—<  tH  t-H  rH  t-H  t— ( 

««- 


^4-4 

O  Si 

_  a 
g  ft 

g  fe 

>  I 

o  o 

rZ,  u 

Pi  co 
p 

3« 

O  Si 

r.  O 

^  P. 

HM  M 

-*->  K 


£  c 
©  2 
a  5 


dJ 
a  a 


>  ta 

5  « 
a  O 

si 

“u 
►J  0 
C  g 

ro  <y 

•3  N 
T3  3 

a  a 


©  O 

^  O 

£s 

rt  .S 
'2>J 

I  e 

co 

«  2 
3  3 

c  2^ 
a  Q 


a  p 

-  3 
C  <y 

-2  a 

£  '*■’ 
eg  co 

Si  © 
££ 


n  •>. 

•*»  S  w 

«  ^  c5 

a  fS  o 

«  n  © 


X  3 
3.  © 
-3  Ck 

'rt  x 


Pi  co  a 


.  'p 

3“ 

8.2 

WO 

n?  P 
J5  si 

x| 
ft  s 


-p  : 

w  o 
du 

O  3 

©  .2 
®  'O 

a  a 

eg  eg 
3  3 
3  3 
©  © 
ft  ft 


o  o 

U  3 
1_>  o 
X 

'"I 

a  ^ 

eg 

;  3 


•  © 
3  x 


ft  £ 


a  N  CO  Tl*  Tf  ^  t”  CO  03  O  n  CO  CO  lO 


(a) Philadelphia.  (b)Erie.  (c) Chester,  Norriatown.  (d) Johnstown. 
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(a)  Philadelphia,  (b)  Erie,  (c)  Cheater,  Norristown,  (d)  Johnstown,  (e)  Electric  Range — Last  120  Kw.  Hr.  Billed  at  $1.76. 
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[Received  in  evidence  at  Transcript  page  No.  697 ;  strick¬ 
en  at  Transcript  pages  No.  711  and  719.  The  Commission, 
however,  in  its  Order  of  June  1, 1948  held  that  the  action 
of  the  hearing  officer  in  striking  this  exhibit  was  unwar¬ 
ranted,  and  it  took  the  exhibit  into  consideration  in 
making  its  findings. 

Witness :  Mr.  Scharff  ] 
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Scranton  Electric  Co.  71,198  58,371,365  2,224,797  820  31.25  .038 

South  Penn  Power  Co.  9,372  10,830,371  465,993  1,156  49.72  .043 

West  Penn  Power  Co.  225,826  284,652,807  9,402,336  1,260  41.64  .033 
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(a) Philadelphia.  (b)Erie.  (c)Chester,  Norristown,  (d) Johnstown.  (e)Electric  Range — Last  120  KW  Hr.  Billed  at  $1.76. 


Philadelphia  Exhibit  No.  Jfi.  2409a 

PHILADELPHIA  EXHIBIT  No.  45 

[Received  in  evidence  at  Transcript  page  No.  704;  strick¬ 
en  at  Transcript  pages  No.  711  and  719.  The  Commission, 
however,  in  its  Order  of  June  1, 1948  held  that  the  action 
of  the  hearing  officer  in  striking  this  exhibit  was  unwar¬ 
ranted,  and  it  took  the  exhibit  into  consideration  in 
making  its  findings 

Witness:  Mr.  Scharff] 


2410a 


Philadelphia  Exhibit  No.  Jf5. 


[THIS  PAGE  INTENTIONALLY  LEFT  BLANK] 


Philadelphia  Exhibit  No.  Jf5. 


2411a 


EQUITABLE  GAS  COMPANY 

Comparative  Statistics  for  1945  for  Natural  Gas  Companies  in  Pennsylvania 
with  Total  Sales  of  more  than  1,000,000  MCF  per  Year;  and  Ratios  based  thereon. 

Residential 


Residential 

Customers 

Residential 

Sales 

MCF 

Residential  j 
Revenue 

Heating  Value 
BTV  per  CF 

Sales  per 
Customer 
MCF 

Residential 
Revenue  per 
Customer 

Residential 
Revenue 
per  MCF 

Apollo  Gas  Co . 

270 

21,183 

$  7,501 

1.130 

78.5 

$27.78 

.354 

Carnegie  Natural  Gas  Co . 

2,416 

269,351 

95,201 

1.130 

111.5 

39.40 

.353 

Equitable  Gas  Co . 

179,848 

11,765,981 

6,937,036  ! 

1.142 

65.4 

38.57 

.590 

The  Manufacturers  Light  & 

Heat  Co . 

175,564 

11,292,833 

7,640,476 

1,131 

64.3 

43.52 

.677 

North  Penn  Gas  Co . 

8,317 

836,038 

542,051  ' 

1.000 

100.5 

65.17 

.648 

Pennsylvania  Gas  Co.* . 

41,438 

3,271,583 

2,050,655  i 

931-1,006,*  1171 

79.0 

49.49 

.627 

The  Peoples  Natural  Gas  Co. . . 

175,373 

10,741,376 

7,514,407 

1,150 

61.2 

42.85 

.700 

T.  W.  Phillips  Gas  &  Oil  Co. . . 

26,079 

1,622,647 

886,678  i 

1,050 

62.2 

34.00 

.546 

United  Natural  Gas  Co . 

53,248 

4,547,819 

2,694,119  ! 

1,003-1,252 

85.4 

50.60 

.592 

•Mixed  Gas 
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[Received  in  evidence  at  Transcript  page  No.  707; 
stricken  at  Transcript  pages  No.  711  and  719.  The  Com¬ 
mission,  however,  in  its  Order  of  June  1,  1948  held  that 
the  action  of  the  hearing  officer  in  striking  this  exhibit 
was  unwarranted,  and  it  took  the  exhibit  into  considera¬ 
tion  in  making  its  findings. 
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Witness:  Mr.  Scharff] 
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PHILADELPHIA  EXHIBIT  No.  71 

[Received  in  evidence  at  Transcript  page  970; 

Witness:  Mr.  Hartt.] 

QUALIFICATIONS  AND  EXPERIENCE  OF 
JAY  SAMUEL  HARTT,  CONSULTING 
ENGINEER,  CHICAGO,  ILLINOIS 

MARCH  1946 

EDUCATION  AND  ENGINEERING  AFFILIATIONS 

Bachelor  of  Science  degree  in  Electrical  Engineer¬ 
ing,  Michigan  State  College,  1915 : 

Registered  Professional  Engineer,  States  of 
Oregon,  Washington  and  Wisconsin 

Registered  Electrical  Engineer,  State  of  Michi¬ 
gan 

Member  National  Society  of  Professional  En¬ 
gineers 

Member  American  Institute  of  Electrical  Engi¬ 
neers 

Member  Western  Society  of  Engineers 

Member  Wisconsin  Society  of  Professional  En¬ 
gineers 

Associate  Member  Wisconsin  Utilities  Asso¬ 
ciation 

Associate  Member  Wisconsin  Independent  Tele¬ 
phone  Association 

Associate  Member  Independent  Pioneer  Tele¬ 
phone  Association 

YEARS  1915  TO  1917 

Employed  by  the  American  Public  Utilities  Com¬ 
pany  of  Grand  Rapids,  Michigan,  in  the  following  work : 

Resident  Engineer  in  the  construction  of  a  4100 
kw  steam  electric  generating  plant  at  La¬ 
crosse,  Wisconsin. 
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Resident  Engineer  in  the  construction  of  a  cen¬ 
tral  station  hot  water  heating  plant  and  dis¬ 
tribution  system  at  LaCrosse,  Wisconsin. 

Assistant  Superintendent  of  the  gas  plant  at 
LaCrosse,  Wisconsin.  This  work  consisted 
of  the  operation  of  a  coal  and  water  gas 
plant,  reconstruction  of  the  plant,  and  laying 
of  mains  and  services. 

YEARS  1917  TO  1919 

In  charge  of  the  inspection  of  construction  mate¬ 
rials,  the  approving  of  invoices  for  such  materials,  and 
some  cost  accounting  for  the  Quartermasters’  Corps  of 
the  United  States  Army  on  the  following  projects: 

Camp  Custer  at  Battle  Creek,  Michigan 

Warehouses  at  Philadelphia,  Pennsylvania 

Overseas  Expeditionary  Depot  at  Philadelphia, 
Pennsylvania 

Picric  Acid  Plant  at  Grand  Rapids,  Michigan. 

YEARS  1919  TO  1924 

Employed  by  and  later  became  a  partner  of  Byron 
T.  Gifford,  Consulting  Engineer,  with  offices  at  Grand 
Rapids,  Michigan  and  Madison,  Wisconsin. 

Personal  charge  of  Madison  Offiice  from  1920  to 
1924,  rendering  the  following  classes  of  service : 

Public  utility  valuations 

Public  utility  rate  cases 

Public  utility  design,  supervision  and  construc¬ 
tion 

Bond  reports 

Reports  for  purchase  and  financing  of  utilities 

Industrial  valuations 


Philadelphia  Exhibit  No.  71. 


2423a 


Some  of  the  representative  clients  were  as  follows : 

Wisconsin  Public  Service  Corporation,  Mil¬ 
waukee,  Wisconsin 

Iowa-Minnesota  Power  Company,  Albert  Lea, 
Minnesota 

Southern  Minnesota  Gas  and  Electric  Company, 
Albert  Lea,  Minnesota 

Chicago  and  West  Towns  Railway  Company, 
Oak  Park,  Illinois 
City  of  Minneapolis,  Minnesota 
City  of  Duluth,  Minnesota 
City  of  Madison,  Wisconsin 
City  of  LaCrosse,  Wisconsin 
City  of  Washington  Court  House,  Ohio. 


YEAJEtS  1924  TO  DATE 

In  business  as  an  individual  consulting  engineer 
since  1924  rendering  the  following  classes  of  service : 


Corporate  Reorganizations 
Under  77-B  or  Chapter  X 
Voluntary  Reorganizations 
Restatement  of  Capital 
Public  Utility  Valuations 
Common  Carrier  Valua¬ 
tions 

Industrial  Valuations 
Natural  Gas  Studies 
Public  Utility  Financing 
Certificates  to  Indenture 
Trustees. 

Reports  for  Purchase  or 
Sale 


Market  Analyses 
Public  Utility  Rate 
Cases 

Utility  Operating  Sur¬ 
veys 

Tax  Cases 

Municipal  Condemnation 
Original  Cost  Studies 
Depreciation  Studies 
Water  Power  Studies 
Diesel  Engine  Reports 
Public  Utility  Construc¬ 
tion. 


Field  activities  have  been  conducted  in  all  of  the 
States  in  the  United  States,  in  four  of  the  provinces  of 
Canada,  and  in  Mexico,  Haiti,  Porto  Rico  and  the  Domin- 


2424a  Philadelphia  Exhibit  No.  71. 

ican  Republic.  In  addition  properties  have  been  valued 
in  the  Philippine  Islands  and  in  the  Spanish  possessions 
of  Mallorca  and  the  Canary  Islands. 

CLIENTS 

Representative  clients  during  the  past  twenty-two 
years  were  as  follows : 

Utilities 

Alabama  Power  Company,  Birmingham,  Ala. 

American  Gas  &  Power  Company,  New  York, 
N.  Y. 

American  Utilities  Service  Corporation,  Chi¬ 
cago,  ni. 

Associated  Gas  and  Electric  Company, 

Stanley  Clark,  Trustee,  New  York,  N.  Y. 

Blackstone  Valley  Gas  &  Electric  Company, 
Pawtucket,  R.  I. 

California  Public  Service  Company,  Ft.  Bragg, 
Cal. 

Central  Illinois  Electric  and  Gas  Company, 
Rockford,  HI. 

Central  Illinois  Public  Service  Company, 
Springfield,  HI. 

Central  States  Power  &  Light  Corporation,  Tul¬ 
sa,  Okla. 

Chicago  Junction  Railroad  Company,  Chicago, 
HI. 

Chicago  Motor  Coach  Co.,  Chicago,  HI. 

Chicago  South  Shore  and  South  Bend  Railroad, 
Michigan  City,  Ind. 

Commonwealth  Edison  Company,  Chicago,  HI. 

Commonwealth  &  Southern  Corporation  (The), 
New  York,  N.  Y. 

Community  Telephone  Company,  Chicago,  HI. 

Consolidated  Electric  and  Gas  Company,  New 
York,  N.  Y. 
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Consolidated  Gas,  Electric  Light  and  Power 
Company  of  Baltimore,  Baltimore,  Md. 

Consumers  Power  Company,  Jackson,  Mich. 

The  Derby  Gas  and  Electric  Company,  Derby, 
Conn. 

Gulf  Power  Company,  Pensacola,  Fla. 

Houghton  County  Electric  Light  Co.,  Hough¬ 
ton,  Mich. 

Illinois  Commercial  Telephone  Company, 
Springfield,  HI. 

Indianapolis  Power  and  Light  Company,  India¬ 
napolis,  Ind. 

Interstate  Power  Company,  Dubuque,  la. 

Kansas  Electric  Power  Company  (The),  Law¬ 
rence,  Kan. 

Kentucky  Utilities  Company,  Lexington,  Ky. 

Kentucky  West  Virginia  Gas  Company,  Ash¬ 
land,  Ky. 

Laclede  Gas  Light  Company  ( The ) ,  St.  Louis, 
Mo. 

Lake  Superior  District  Power  Company,  Ash¬ 
land,  Wis. 

Louisville  Gas  &  Electric  Company,  (Del.), 
Wilmington,  Del. 

Madison  Gas  and  Electric  Company,  Madison, 
Wis. 

Maine  Public  Service  Company,  Presque  Isle, 
Me. 

Middle  Western  Telephone  Company,  Chicago, 

HI. 

Minneapolis  Gas  Light  Company,  Minneapolis, 
Minn. 

Minnesota  Power  &  Light  Company,  Duluth, 
Minn. 

Mississippi  Power  Company,  Gulfport,  Miss. 

Montana  Power  Company  (The),  Butte,  Mont. 

Newport  Electric  Corporation,  Newport,  R.  I. 
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Northern  States  Power  Company,  Minneapolis, 
Minn. 

Northwestern  Public  Service  Co.,  Huron,  S.  D. 

General  Public  Utilities  Corp.,  Successor  to 
NYPANJ  Utilities  Co.,  New  York,  N.  Y. 

Ogden  Corporation,  New  York,  N.  Y. 

Oklahoma  Natural  Gas  Company,  Tulsa,  Okla. 

Ottertail  Power  Company,  Fergus  Falls,  Minn. 

Pennsylvania  Electric  Company,  Johnstown, 
Pa. 

Feoples  Light  and  Power  Company,  New  York, 
N.  Y. 

Philadelphia  Company  ( The ) ,  Pittsburgh,  Pa. 

Pickands  Mather  &  Co.,  Cleveland,  Ohio 

Pittsburgh  and  West  Virginia  Gas  Co.,  Pitts¬ 
burgh,  Pa. 

Portland  General  Electric  Company,  Portland, 
Ore. 

Potomac  Electric  Power  Company,  Washing¬ 
ton,  D.  C. 

Sioux  City  Gas  &  Electric  Company,  Sioux 
City,  la. 

South  Carolina  Power  Company,  Charleston, 
S.  C. 

Southern  Indiana  Gas  and  Electric  Company, 
Evansville,  Ind. 

Southwestern  Gas  &  Electric  Company,  Shreve¬ 
port,  La. 

Standard  Gas  and  Electric  Company,  Chicago, 

HI. 

Texas  Public  Service  Company,  Austin,  Tex. 

Union  Electric  Company  of  Missouri,  St.  Louis, 
Mo. 

United  Light  and  Power  Company  (The),  Chi¬ 
cago,  HI. 

United  Public  Service  Corporation,  Wilming¬ 
ton,  Del. 
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Utilities  Power  and  Light  Corporation,  Chica¬ 
go,  HI.  j 

Virginia  Electric  &  Power  Company,  Richmond, 
Va.  j 

West  Coast  Power  Company,  Portland,  Ore. 
Western  Natural  Gas  Company,  El  Paso,  Tex. 
Winter- Weiss  Company,  Denver,  Colo. 
Wisconsin  Electric  Power  Company  ( The ) ,  Mil¬ 
waukee,  Wis. 

Wisconsin  Power  and  Light  Company,  Madi¬ 
son,  Wis. 

Wisconsin  Public  Service  Corporation,  Milwau¬ 
kee,  Wis. 

Municipalities  and.  Governmental  Agencies 
City  of  Duluth,  Minnesota 
Village  of  Eagle  River,  Wisconsin 
City  of  Green  Bay,  Wisconsin 
City  of  La  Crosse,  Wisconsin  j 

City  of  Madison,  Wisconsin  j 

City  of  Oconto,  Wisconsin  I 

Village  of  Shorewood,  Wisconsin 
City  of  Waco,  Texas 

Lower  Colorado  River  Authority,  Austin,  Texas 
Puget  Sound  Utility  Commissioners’  Associa¬ 
tion  comprising  sixteen  Public  Utility  Dis¬ 
tricts  in  the  State  of  Washington 
Public  Utility  District  #1  of  Whatcom  County, 
Bollingham,  Washington 
Snohomish  County  Public  Utility  District  #1, 
Everett,  Washington. 

Financial  Institutions 

Barcus  Kindred  &  Co.,  Chicago,  HI. 

Corporation  Securities  Co.,  New  York,  N.  Y. 
Equitable  Securities  Corporation,  Nashville, 
Tenn.  j 

First  of  Michigan  Corporation,  Detroit,  Mich. 
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Glore  Forgan  &  Co.,  Chicago,  HI. 

Guaranty  Trust  Company  of  New  York,  New 
York,  N.  Y. 

Halsey  Stuart  &  Co.,  Inc.,  Chicago,  Ill. 
Harriman  Ripley  &  Co.,  New  York,  N.  Y. 

Harris  Hall  &  Co.,  Chicago,  HI. 

Ira  Haupt  &  Co.,  New  York,  N.  Y. 
Manufacturers  Trust  Company,  New  York, 
N.  Y. 

Nuveen  &  Company  (John),  Chicago,  HI. 

Otis  &  Co.,  Chicago,  HI. 

Paine,  Webber  Jackson  &  Curtis,  Chicago,  HI. 
Rice  &  Co.,  (Daniel  F.),  Chicago,  HI. 

Schroder  Banking  Corporation  (J.  Henry), 
New  York,  N.  Y. 

Stein  Bros.  &  Boyce,  Louisville,  Ky. 

Union  Securities  Corporation,  New  York,  N.  Y. 

REORGANIZATIONS  AND  RECEIVERSHIPS 

Have  been  connected  with  five  corporate  reorgani¬ 
zations  under  Section  77-B  or  Chapter  X  of  the  Bank¬ 
ruptcy  Act,  eight  voluntary  reorganizations  and  three 
restatements  of  capital  before  the  Securities  and  Ex¬ 
change  Commission,  and  one  receivership  in  a  state 
court.  This  work  consisted  of  the  following: 

Reorganization  under  77-B  or  Chapter-X 

Prepared  a  valuation  of  the  assets  of  the  Portland 
General  Electric  Company  and  testified  in  regard 
thereto  before  a  Master  in  the  United  States  Court 
at  Portland,  Oregon  and  before  the  S.E.C.  The 
gross  revenue  of  this  Company  was  in  excess  of 
$14,750,000  per  year  and  the  physical  properties 
had  a  value  in  excess  of  $62,000,000. 

Co-Trustee  of  the  Estate  of  Midland  Utilities  Com¬ 
pany  from  October  24, 1938  to  consummation  of  re¬ 
ceivership  on  May  25,  1945.  Since  that  time  have 
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been  President  of  the  reorganized  company  and  of 
its  immediate  parent,  Midland  Realization  Com¬ 
pany.  Midland  Utilities  Company  controls  or  did 
control  electric,  gas,  water,  street  railway  and  elec¬ 
tric  railroads,  which  produced  annual  gross  reve¬ 
nues  in  excess  of  $35,000,000  and  had  fixed  assets 
approximating  $150,000,000.  The  work  assigned  to 
me  consisted  of  supervising  the  operations  of  all 
subsidiaries,  refinancing  and  rearranging  the  cap¬ 
ital  structures,  integrating  the  physical  properties, 
preparing  valuations  and  preparing  data  to  be  used 
as  the  basis  for  reorganization. 

Engineering  Adviser  to  the  Trustees  of  Utilities  Pow¬ 
er  &  Light  Corporation  during  reorganization  from 
November  1937  to  March  1940,  during  which  time 
acted  as  temporary  trustee  of  the  Estate  for  about 
one  month.  This  work  consisted  primarily  of  pre¬ 
paring  valuations  of  an  estate  controlling  public 
utility  and  industrial  properties  having  gross  reve¬ 
nues  exceeding  $48,000,000  per  annum  and  fixed 
assets  in  excess  of  $200,000,000;  in  testifying  to 
such  values  before  the  Securities  and  Exchange 
Commission  and  before  the  Master  for  the  Federal 
Court,  and  in  advising  the  Trustees  of  all  engineer¬ 
ing  matters  affecting  the  operation  of  the  Estate 
and  its  subsidiaries. 

Prepared  a  report  which  was  used  as  a  basis  for  re¬ 
organization  of  Middle  Western  Telephone  Company 
and  testified  in  support  of  the  proposed  reorganiza¬ 
tion  before  the  United  States  District  Court  at  Wil¬ 
mington,  Delaware.  This  estate  controlled  telephone 
properties  in  the  states  of  Ohio,  Illinois  and  Wis¬ 
consin  and  had  gross  revenues  of  approximately 
$1,000,000  per  annum  and  fixed  property  having  a 
value  in  excess  of  $4,300,000. 
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Examined  plan  of  reorganization  of  Peoples  Light  and 
Power  Company  and  assisted  in  its  presentation  to 
the  Securities  and  Exchange  Commission  for  ap¬ 
proval.  This  Company  operated  public  utility  pro¬ 
perties  in  the  states  of  California,  Idaho,  Iowa, 
Kansas,  Mississippi,  Nevada,  Oregon,  Texas,  Utah, 
and  Washington  and  two  irrigation  properties  in 
Texas.  The  consolidated  gross  revenue  was  in  ex¬ 
cess  of  $3,500,000  per  annum  and  the  book  value 
of  physical  plant  was  in  excess  of  $14,000,000. 

Voluntary  Reorganizations 

Prepared  a  valuation  of  the  assets  of  the  United  Light 
and  Power  Company  and  subsidiaries  to  be  used  as 
a  basis  for  voluntary  reorganization  and  for  the 
purpose  of  testifying  before  the  Securities  and  Ex¬ 
change  Commission.  The  consolidated  gross  reve¬ 
nues  of  this  company  and  subsidiaries  were  in  ex¬ 
cess  of  $90,000,000  per  year  and  its  physical  proper¬ 
ties  had  a  value  in  excess  of  $435,000,000. 

Prepared  a  valuation  of  the  assets  of  the  Common¬ 
wealth  &  Southern  Corporation  and  testified  in  re¬ 
spect  thereto  in  connection  with  a  reorganization 
proceedings  before  the  Securities  and  Exchange 
Commission.  The  consolidated  gross  revenues  of 
fhift  company  and  its  subsidiaries  were  in  excess  of 
$172,000,000  per  year  and  the  physical  properties 
had  a  value  in  excess  of  $937,000,000. 

Prepared  valuations  at  two  separate  times  of  the 
assets  of  the  Consolidated  Electric  and  Gas  Com¬ 
pany  and  subsidiaries,  and  testified  in  respect  to  one 
of  the  valuations  in  connection  with  a  voluntary  re¬ 
organization  before  the  Securities  and  Exchange 
Commission.  The  consolidated  gross  revenues  of  this 
company  and  subsidiaries  were  in  excess  of 
$25,000,000  per  year  and  its  physical  properties  had 
a  value  in  excess  of  $140,000,000. 
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Prepared  a  valuation  of  the  assets  of  Standard  Gas 
and  Electric  Company  and  testified  in  respect  there¬ 
to  in  connection  with  a  voluntary  reorganization 
before  the  Securities  and  Exchange  Commission. 
The  consolidated  gross  revenues  of  this  company 
and  subsidiaries  were  approximately  $100,000,000 
per  annum  and  the  physical  properties  had  a  value 
in  excess  of  $650,000,000. 

Prepared  a  valuation  of  the  assets  of  American  Gas 
and  Power  Company  and  subsidiaries  to  be  used 
as  a  basis  for  voluntary  reorganization  and  for  the 
purpose  of  testifying  before  the  Securities  and  Ex¬ 
change  Commission.  The  consolidated  gross  reve¬ 
nues  of  this  company  and  subsidiaries  were  approxi¬ 
mately  $12,000,000  per  annum  and  the  physical 
properties  had  a  value  in  excess  of  $45,000,000.  j 

Prepared  a  valuation  of  the  assets  of  The  Montana 
Power  Company,  a  subsidiary  of  American  Power 
&  Light  Company,  to  be  used  as  a  basis  for  volun¬ 
tary  reorganization  and  testified  regarding  j  the 
same  before  the  Securities  and  Exchange  Commis¬ 
sion.  The  operating  revenues  of  the  company  were 
approximately  $19,000,000  per  annum  and  the  phy¬ 
sical  properties  had  a  book  value  in  excess  of 
$139,000,000.  j 

Prepared  a  market  valuation  of  the  common  stock  of 
Louisville  Gas  and  Electric  Company  (Ky. )  and 
testified  to  such  value  in  connection  with  proceed¬ 
ings  before  the  Securities  and  Exchange  Commis¬ 
sion  for  the  liquidation  of  the  immediate  parent, 
Louisville  Gas  and  Electric  Company  (Del.).  The 
gross  revenue  of  the  operating  company  exceeded 
$18,000,000  and  its  assets  exceeded  $80,000,000. 

i 

Prepared  a  valuation  of  the  assets  of  the  New  England 
Gas  &  Electric  Association  and  testified  in  regard 
thereto,  in  connection  with  a  reorganization  pro- 
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ceedings  before  the  Securities  Exchange  Commis¬ 
sion.  The  consolidated  gross  revenue  of  this  Com¬ 
pany  and  subsidiaries  were  in  excess  of  $19,500,000 
per  year  and  the  physical  properties  had  a  value 
in  excess  of  $60,000,000. 

Restatement  of  Capital 

Prepared  a  valuation  of  the  assets  of  Philadelphia 
Company,  Pittsburgh,  Pennsylvania,  which  was 
used  as  a  basis  for  restatement  of  capital,  and  testi¬ 
fied  as  to  this  valuation  before  the  Securities  and 
Exchange  Commission  at  Washington,  D.  C.  The 
subsidiaries  of  this  Company  operate  electric,  gas 
sind  street  railway  properties  in  and  about  Pitts¬ 
burgh,  Pennsylvania,  have  natural  gas  production 
and  natural  gas  transmission  lines  in  the  States  of 
Kentucky  and  West  Virginia,  have  a  short  line  rail¬ 
road  near  Pittsburgh,  and  Miscellaneous  other  prep- 
erty.  The  consolidated  gross  revenues  of  this 
Company  and  its  subsidiaries,  exclusive  of  the  Pitts¬ 
burgh  Railway  System,  which  is  in  reorganization 
under  Section  77-B  of  the  Bankruptcy  Act,  were  in 
excess  of  $40,000,000  per  year  and  the  value  of  its 
physical  property  was  in  excess  of  $285,000,000. 

Have  been  president  and  a  director  of  the  Chicago 
South  Shore  and  South  Bend  Railroad  since  Au¬ 
gust  1,  1939.  During  that  time  bonds,  notes  and 
other  obligations  (representing  all  of  the  Railroad’s 
borrowings)  in  excess  of  $1,015,950  were  retired, 
the  first  preferred  stock  and  second  preferred  stock 
reclassified  into  common  stock  and  the  outstanding 
capital  reduced  and  restated.  It  is  now  one  of  the 
very  few  carriers  in  the  United  States  to  have  no 
debt  and  to  have  common  stock  as  its  only  out¬ 
standing  security.  The  Railroad  has  annual  reve¬ 
nues  in  excess  of  $5,600,000  and  assets  of  approxi¬ 
mately  $16,000,000. 
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Testified  before  the  Securities  and  Exchange  Com¬ 
mission  in  regard  to  the  fairness  of  the  plan  for  the 
recapitalization  of  Minnesota  Power  &  Light  Com¬ 
pany.  Consolidated  operating  revenues  of  the  coni- 
pany  were  approximately  $11,000,000  and  consoli¬ 
dated  book  value  of  property  and  plant  was  in  ex¬ 
cess  of  $67,000,000.  ! 

i 

Receiverships  j 

Receiver  of  State  Utilities  Company  for  the  Circuit 
Court  of  Dane  County,  Wisconsin.  Operated  the 
properties  for  twenty-two  months,  sold  off  assets 
and  liquidated  estate.  This  company  owned  two 
telephone  exchanges.  j 

i 

PUBLIC  UTILITY  VALUATIONS 


Valuations  totaling  several  billion  dollars  have  been 
made  of  public  utility  properties.  The  properties  which 
were  located  in  several  thousand  communities,  included 
artificial  gas,  natural  ga3,  electric,  telephone,  water, 
street  railways,  urban  bus  systems  and  central  station 
heating. 

COMMON  CARRIER  VALUATIONS 

Valuations  have  been  made  of  numerous  common 
carriers,  including  steam  railroads,  electric  railroads, 
interurbans,  motor  coach  systems,  and  trucking  com¬ 
panies.  I 

INDUSTRIAL  VALUATIONS  j 

Industrial  valuations  have  included  sheet  steel  roll¬ 
ing  mills,  irrigation  projects,  sewerage  systems,  oil  wells, 
gasoline  extraction  plants,  lumber  mills,  truck  equip¬ 
ment  manufacturing  plant,  office  buildings,  theaters, 
public  school  buildings,  zinc  and  lead  mines,  stone  quar¬ 
ries,  coal  mines,  ice  plants,  machine  equipment  plant, 
flour  and/or  feed  mills,  woodworking  plants,  and  other 
properties.  j 
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NATURAL  GAS  STUDIES 

Made  an  analysis  and  field  survey  to  determine  the 
approximate  location  of  a  natural  gas  pipe  line  twenty- 
six  inches  in  diameter  from  the  Hugoton  Gas  Field  in 
Kansas  to  the  principal  cities  in  Wisconsin.  Prepared 
a  report  covering  the  cost  of  constructing  the  proposed 
line,  the  potential  market  in  each  community  to  be 
served  and  the  operating  results  to  be  obtained.  Testi¬ 
fied  in  support  of  the  report  before  the  Federal  Power 
Commission  and  the  Wisconsin  Public  Service  Commis¬ 
sion. 

PUBLIC  UTILITY  FINANCING 

Have  been  employed  to  advise  in  regard  to  proposed 
public  utility  financing.  In  connection  therewith  have 
prepared  a  large  number  of  formal  reports.  This  work 
has  covered  artificial  gas,  natural  gas,  butane  gas,  elec¬ 
tric,  telephone,  water,  ice  and  street  railway  proper¬ 
ties.  Many  of  the  reports  have  involved  estimates  of 
future  construction  costs,  operating  revenues  and  oper¬ 
ating  expenses  for  properties  to  be  developed  or  under 
development  at  the  time  of  the  report. 

CERTIFICATES  TO  INDENTURE  TRUSTEES 

Certificates  involving  values  of  several  hundred 
million  dollars  of  public  utility  and  industrial  proper¬ 
ties  have  been  made  to  Indenture  Trustees.  Many  certi¬ 
ficates  have  also  been  made  in  connection  with  main¬ 
tenance  of  public  utility  property.  This  class  of  work 
has  also  included  employment  by  the  Wisconsin  Public 
Service  Commission  to  check  representations  made  for 
permits  to  sell  securities. 

REPORTS  FOR  PURCHASE  OR  SALE 

Many  reports  have  been  made  for  clients  desiring 
to  purchase  or  sell  utility  properties.  These  reports 
have  included  gas,  electric,  water,  telephone  and  ice 
properties  located  in  many  states. 
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MARKET  ANALYSES 

j 

Studies  and  analyses  of  market  prices  of  securities, 
especially  those  of  Public  Utility  Companies  and  of 
transportation  systems,  and  of  conditions  affecting  such 
market  prices,  have  been  made  for  many  years.  Statis¬ 
tical  data  relative  thereto  have  been  compiled  and  main¬ 
tained  over  a  long  period  of  time.  Estimates  and  ap¬ 
praisals  as  to  probable  market  prices  have  been  pre¬ 
pared  for  both  purchasers  and  sellers  of  securities. 

i 

PUBLIC  UTILITY  RATE  CASES  J 

i 

Rate  studies  have  been  prepared  and  testimony  has 
been  given  in  approximately  one  hundred  fifty  public 
utility  rate  cases.  These  studies  have  included  electric, 
telephone,  gas,  water,  street  railway,  and  central  sta¬ 
tion  heating  utilities. 

| 

UTILITY  OPERATING  SURVEYS 

Investigations  have  been  made  of  the  operations  of 
public  utilities  for  the  purpose  of  recommending  changes 
in  personnel,  in  corporate  departments,  and  in  operating 
procedure,  in  the  interest  of  economy  and  better  public 
relations.  These  studies  have  included  electric,  gas, 
water  and  telephone  operating  companies  whose  reve¬ 
nues  exceeded  thirty-six  million  dollars  annually. 

Analyses  have  been  made  to  determine  the  cost  of 
rendering  service  to  the  various  classes  of  public  utility 
customers,  and  the  increment  cost  of  increasing  existing 
sales. 

TAX  CASES  j 

Representation  has  been  furnished  and  testiniony 
given  in  behalf  of  many  public  utility  companies  in  con¬ 
testing  tax  assessments.  Employment  has  also  been  re¬ 
ceived  from  the  Wisconsin  Tax  Commission  to  testify  in 
connection  with  assessments  made  by  taxing  bodies. 


i 
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Prepared  a  valuation  of  the  assets  of  the  Peoples 
Light  and  Power  Company  and  subsidiaries  for  the  pur¬ 
pose  of  determining  tax  gains  or  losses  upon  sale  of  the 
subsidiaries.  The  consolidated  annual  gross  revenues 
of  this  company  and  subsidiaries  were  in  excess  of 
$3,500,000  and  its  physical  properties  at  a  value  in  excess 
of  $14,000,000. 

Prepared  a  valuation  of  the  assets  of  the  Mississippi 
Valley  Public  Service  Company  for  the  purpose  of  de¬ 
termining  the  tax  base  for  both  Federal  and  Wisconsin 
income  taxes.  The  consolidated  gross  revenues  of  this 
company  were  approximately  $1,000,000  and  its  physi¬ 
cal  properties  had  a  value  in  excess  of  $5,000,000. 


i 


MUNICIPAL  CONDI 


NATION 


Detailed  valuations  have  been  made  and  testimony 
has  been  given  in  over  fifty  cases  involving  municipal 
condemnations  of  electric,  gas,  and/or  water  utilities. 
In  many  of  these  cases  the  question  of  severance  dam¬ 
ages  was  presented  as  one  of  the  major  elements  in  the 
proceedings. 


ORIGINAL  COST  STUDIES 
Employed  by  many  public  utility  companies  to  as¬ 
sist  in  the  preparation  of  original  cost  analyses  of  their 
properties  to  comply  with  the  orders  of  the  Federal 
Power  Commission,  the  Federal  Communications  Com¬ 
mission,  and  state  regulatory  bodies.  In  a  number  of 
cases  this  work  included  the  development  of  routine  en¬ 
gineering  and  accounting  methods  for  perpetuating  the 
original  costs  so  obtained. 

DEPRECIATION  STUDIES 
Many  studies  have  been  made  to  determine  the 
proper  annual  expense  of  depreciation  for  utility  pro¬ 
perties  and/or  to  determine  the  adequacy  of  deprecia¬ 
tion  reserves.  These  studies  have  been  prepared  to  as- 
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sist  clients  in  determining  their  future  depreciation 
policy,  for  analysis  in  rate  and  tax  matters,  and  for 
valuing  securities. 

WATER  POWER  STUDIES  j 

Studies  have  been  made  to  determine  the  feasibility 
of  acquisition  of  developed  and  undeveloped  water  power 
properties.  They  have  also  been  made  in  connection  with 
valuation  work  to  determine  water  power  value  of  exist¬ 
ing  developments.  These  studies  have  involved  values 
of  many  millions  of  dollars  and  have  extended  over  a 
rather  wide  territory. 

DIESEL  ENGINE  REPORTS 

Detailed  analyses  have  been  prepared  and  testimony 
given  before  public  bodies,  commissions,  and  courts,  in¬ 
volving  legal  contracts,  construction  costs,  and/or  oper¬ 
ating  expenses  of  over  thirty-five  proposed  Diesel-Elec¬ 
tric  plants.  Studies  have  been  made,  covering  the  per¬ 
iod  from  the  time  of  construction  to  1938,  of  investments, 
operating  conditions,  and  annual  operating  expenses  of 
all  Diesel-Electric  plants  in  Wisconsin. 

PUBLIC  UTILITY  CONSTRUCTION  j 

This  work  covered  design,  specifications,  and/or 
supervision  of  the  following  properties : 

Steam  electric  generating  plant  and  electric 
distribution  system  at  Rice  Lake,  Wisconsin. 

Water  works  pumping  plant,  elevated  and  un¬ 
derground  storage  tanks,  deep  wells,  and 
submerged  river  crossings  at  Green  Bay, 
Wisconsin. 

Water  works  pumping  plant  at  Oshkosh,  Wis¬ 
consin. 

Water  works  pumping  plant  at  Menominee, 
Michigan. 
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Telephone  reconstruction  at  Prairie  du  Sac, 
Sauk  City,  Suring,  Kendall,  and  Newburg, 
Wisconsin. 

Natural  gas  line,  Conroe  to  Houston,  Texas. 

Natural  gas  line,  Whites  Point  Gas  Field  to 
Aransas  Pass,  Gregory,  Ingleside,  Portland 
and  Taft,  Texas. 

Diesel  engine  plant  at  Clear  Lake,  Wisconsin. 

'  RESULTS  OF  APPRAISALS 

In  connection  with  appraisals  of  investments  in  se¬ 
curities  of  operating  companies,  intrinsic  values  total¬ 
ing  many  millions  of  dollars  have  been  estimated.  Fifty- 
seven  actual  “arms  lengths”  sales  have  later  been  con¬ 
summated  in  the  amount  of  $92,049,989  to  the  owner  and 
$95,733,505  to  the  public  for  some  of  the  securities  ap¬ 
praised  or  for  their  physical  property  equivalent.  The 
comparative  intrinsic  values  set  totaled  $92,140,718  or 
approximately  1%  greater  than  the  actual  sales  prices 
received  by  the  owners,  and  4%  less  than  the  purchase 
price  to  the  public. 


co: 
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Testimony  has  been  given  in  formal  cases  before  the 
United  States  District  Courts,  the  Securities  and  Ex¬ 
change  Commission,  the  Federal  Power  Commission,  the 
District  of  Columbia  Public  Utilities  Commission,  and 
the  Idaho,  Illinois,  Indiana,  Michigan,  Minnesota,  Mis¬ 
souri,  Montana,  Ohio,  Pennsylvania,  Maryland,  Washing¬ 
ton,  and  Wisconsin  Public  Utility  Commissions.  Informal 
problems  have  been  taken  up  with  the  Interstate  Com¬ 
merce  Commission  and  with  the  Alabama,  Connecticut, 
Florida,  Kentucky,  Louisiana,  North  Dakota,  Oregon, 
Pennsylvania,  Texas,  Vermont  and  West  Virginia  Public 
Utility  Commissions. 
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PHILADELPHIA  EXHIBIT  No.  72 

[Not  admitted  in  evidence:  see  Transcript  page  No.  1395;  Witnesses:  Messrs.  Hartt  and  Stone] 

Study  of  Standard  Research  Consultants,  Inc. — 

Estimated  Annual  Cost  to  Segregate  Subsidiaries 

Increases  or  Decreases  (  ) 

Proposed  by  Messrs.  E.  C.  Stone  and  J.  S.  Hartt 


Advertising  Department 

Copywriter . 

Purchasing  Department 

Department  head  (increase  salary) 

Secretary's  Department 

Messengers . 

Clerk  . 

Treasury  Department 

Paymaster  . 

Stock  transfer  employees . 

Bookkeeper . 

Controllers  Department 

Controller — (salary  increase) - 

Tax  accountant . 

Stenographers  . 

Auto  cost  bookkeeper . 

Ass’t.  Mgr. — Receipts  Accounting, 

Customers  group . 

Meter  readers  . 

Fleet  Service  and  Maintenance 

Parts  foreman . 

Shift  foreman . 

Junior  engineer . 

Legal  and  Real  Estate 

Lease  clerk . 

Repairman  . 

Personnel  Department 

Doctor . 

Statistician . 

Records  clerk . 

Training  supervisor . 

Totals . 

Note:  (  )  indicates  decrease. 


Electric  Gas 


Number  of 

Number  of 

Employees 

Amount 

$ 

Employees 

Amount 

$ 

(2) 

(3,074) 

1 

1,537 

1 

2,737 

1 

3,664 

3 

11,150 

1 

4,045 

(1) 

(2,041) 

1 

2,041 

1 

4,752 

(16) 

(43,648) 

(1) 

(2,260) 

1 

4,452  1 

1 

4,452 

1 

3,540 

1 

3,540 

1 

4,244 

i 

1 

4,034 

i 

V2 

3,000 

i 

1 

3,889 

1 

3,325 

1 

5,388 

(ID 

(15,353) 

28,120 

Transportation  _ Total 


Number  of 

Number  of 

Employees 

Amount 

Employees 

Amount 

$ 

$ 

1 

3,386 

1 

3,386 

— 

1,800 

— 

1,800 

(1) 

(1,537) 

1 

2,737 

1 

3,664 

4 

14,595 

7 

25,745 

1 

3,265 

1 

3,265 

2,700 

2,700 

1 

4,045 

(2) 

(6,062) 

(2) 

(6,062) 

1 

4,752 

(17) 

(45,908) 

1 

4,452 

3 

13,356 

2 

7,080 

1 

4,244 

1 

4,034 

1 

2,714 

1 

2,714 

1 

6,000 

V2 

3,000 

1 

3,889 

2 

7,778 

1 

3,325 

1 

5,388 

8 

36,739 

5Vo 

49,506 
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PHILADELPHIA  EXHIBIT  No.  73 

[Received  in  evidence  at  Transcript  page  No.  1397 ;  Witnesses :  Messrs.  Hartt  and  Stone] 

Study  of  Standard  Research  Consultants,  Inc.- 
Estimated  Annual  Cost  to  Segregate  Subsidiaries 

Increases  or  Decreases  (  ) 

Proposed  by  Messrs.  E.  C.  Stone  and  J.  S.  Hartt 


Advertising  Department 

Copywriter . 

Purchasing  Department 

Department  head  (increase  salary) 
Secretary's  Department 

Messengers . 

Clerk  . 

Treasury  Department 

Paymaster  . 

Stock  transfer  employees . 

Bookkeeper  . 

Controllers  Department 

Controller — (salary  increase) - 

Tax  accountant . 

Stenographers  . 

Auto  cost  bookkeeper . 

Ass’t.  Mgr. — Receipts  Accounting, 

Customers  group  . 

Meter  readers  . 

Fleet  Service  and  Maintenance 

Parts  foreman . 

Shift  foreman  . 

Junior  engineer . 

Legal  and  Real  Estate 

Lease  clerk . 

Repairman  . 

Personnel  Department 

Statistician . 

Records  clerk . 

Training  supervisor . 

Totals . 

Note:  (  )  indicates  decrease. 


Electric  Gas 


Number  of 

Number  of 

Employees 

Amount 

$ 

Employees 

Amount 

$ 

(2) 

(3,074) 

1 

1,537 

1 

2,737 

1 

3,664 

3 

11,150 

1 

(1) 

4,045 

(2,041) 

1 

i 

2,041 

1 

(16) . 

4,752 

(43,648) 

(1) 

(2,260) 

1 

4,452 

!  1 

4,452 

1 

3,540 

1 

3,540 

1 

4,244 

1 

4,034 

;  i 

3,889 

1 

3,325 

1 

5,388 

(ID 

(15,353) 

1  9 

31,120 

Transportation  _ Total 


Number  of 

Number  of 

Employees 

Amount  Employees 

Amount 

$ 

% 

1 

3,386 

1 

3,386 

— 

1,800 

— 

1,800 

(1) 

(1,537) 

1 

2,737 

1 

3,664 

4 

14,595 

7 

25,745 

1 

3,265 

1 

3,265 

_ 

2,700 

2,700 

1 

4,045 

(2) 

(6,062) 

(2) 

(6,062) 

1 

4,752 

(17) 

(45,908) 

1 

4,452 

3 

13,356 

2 

7,080 

1 

4,244 

1 

4,034 

1 

2,714 

1 

2,714 

1 

3,889 

2 

7,778 

1 

3,325 

1 

5,388 

7 

30,739 

5 

46,506 
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PHILADELPHIA  EXHIBIT  No.  74 

| 

[Received  in  evidence  at  Transcript  page  No.  1663; 

! 

Witnesses:  Messrs.  Hartt  and  Stone]  j 

J 

PHILADELPHIA  COMPANY  INTEGRATION 

PROCEEDINGS 

i 

Summary  of  Increases  and  Decreases  (  ) 
in  study  by  Standard  Research  Consultants,  Inc. 

! 

Proposed  by  E.  C.  Stone  and  J.  S.  Hartt 

Transpor- 


Electric 

Gas 

tation 

Total 

Pay  roll  . 

$(15,353) 

$31,120 

$30,739 

$46,506 

Social  Security  tax 
and  insurance....  (1,138) 

1,881 

1,735 

i 

2,478 

Rents  . 

(1,570) 

3,269 

3,474 

5,173 

Other  expense  .... 

(3,U3) 

1,089 

325 

(1,729) 

.  .. ! 

Sub  total . 

$(21,204) 

$37,359 

$36,273 

$52,428 

i 

Cost  of  combining  officers  jobs  in  the  electric 
group  . 

1 

(24,144) 

Sub  total . 

28,284 

Depreciation  and  cost  of  money  for  new  equip¬ 
ment  . 

48,800 

/ 

Total  . 

$77,084 

(  )  Indicates  decrease. 
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PHILADELPHIA  EXHIBIT  No.  75 

[Not  admitted  in  evidence :  see  Transcript  page  No.  1660 ; 
Witnesses:  Messrs.  Hartt  and  Stone] 


PHILADELPHIA  COMPANY  INTEGRATION 

PROCEEDINGS 

Summary  of  Increases  and  Decreases  (  ) 
in  Study  by  Standard  Research  Consultants,  Inc. 

Proposed  by  E.  C.  Stone  and  J.  S.  Hartt 

Transpor- 


Electric 

Gas 

tation 

Total 

Pay  roll  . 

$(15,353) 

$28,120 

$36,739 

$49,506 

Social  Security  tax 
and  insurance....  (1,138) 

1,695 

2,057 

2,614 

Rents  . 

..  (1,570) 

3,269 

3,474 

5,173 

Other  expense .... 

-  (3,143) 

714 

660 

(1,769) 

Sub  total . 

$(21,204) 

$33,798 

$42,930 

$55,524 

Cost  of  combining  officers  jobs  in  the  electric 
group  . 

(24,144) 

Sub  total . 

31,380 

Depreciation  and  cost  of  money  for  new  equip¬ 
ment  . 

48,800 

Total  . 

$80,180 

(  )  Indicates  decrease. 
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PHILADELPHIA  EXHIBIT  No.  82  I 

| 

[Received  in  evidence  at  Transcript  page  No.  2891;  j 
Witness:  Mr.  Coffman] 

/ 

EQUITABLE  GAS  COMPANY 
Advertising  Department 
1946  Actual 


Payroll  .  $  14,374.18 

Rental  of  Office  Space .  1,973.20 

Other  Expenses  .  153,840.89 

■■  I 

Total  .  $170,188.27 


Allocation  of  “Other  Expenses” 


Newspaper  Advertising  . .  $  8,053.00 

Radio  Advertising .  24,035.00 

Car  Card  Advertising .  9,865.00 

Equitable  Gas  Company  Share,  the 
Advertising  of  Natural  Gas  Com¬ 
panies  serving  the  Greater  Pitts¬ 
burgh  Area  .  55,081.00 

American  Gas  Association  Adver¬ 
tising  .  7,760.00 

Public  Service  Magazine .  5,570.00 


Gas  Bill  Advertising . 

Commercial  Advertising 


2,039.00 

1,985.00 


Industrial  Advertising 


2,392.00 


Miscellaneous  Advertising .  37,060.89 


i 

i 

i 


$153,840.89 
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EQUITABLE  GAS  COMPANY 
Advertising  Department 

Allocation  of  Estimated  Advertising  Expense  for  1946, 

from  1946  Budget. 

Payroll  . : .  $  12,855.00 

Rental  of  Office  Space .  1,972.00 

Other  Expenses  .  156,140.00 

Total  .  $170,967.00 

Allocation  of  “Other  Expenses” 

Newspaper  Advertising  .  $  19,900.00 

Radio  Advertising .  24,600.00 

Car  Card  Advertising .  6,600.00 

Equitable  Gas  Company  Share,  the 
Advertising  of  Natural  Gas  Com¬ 
panies  serving  the  Greater  Pitts¬ 
burgh  Area  .  60,000.00 

American  Gas  Association  Adver¬ 
tising  .  8,000.00 

Public  Service  Magazine .  6,000.00 

Gas  Bill  Advertising .  2,400.00 

Commercial  Advertising .  4,100.00 

Industrial  Advertising  .  3,800.00 

Miscellaneous  Advertising .  20,740.00 


$156,140.00 
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EQUITABLE  GAS  COMPANY 

Advertising  Department  I 

i 

| 

Allocation  of  Estimated  Advertising  Expenses  for  1947, 

from  1947  Budget. 


Payroll  . . .  $  12,600.00 

Rental  of  Office  Space .  2,016.00 

Other  Expenses  .  86,406.00 


Total 


$101,022.00 


Allocation  of  “Other  Expenses” 


Newspaper  Advertising .  $  13,500.00 

Radio  Advertising .  7,500.00 

Outdoor  Advertising .  18,950.00 

Equitable  Gas  Company  Share,  the 
Advertising  of  Natural  Gas  Com¬ 
panies  serving  the  Greater  Pitts¬ 
burgh  Area  .  17,016.00 

American  Gas  Association  Adver¬ 
tising  .  8,000.00 

Public  Service  Magazine .  6,000.00 

Gas  Bill  Advertising .  2,400.00 

Commercial  and  Industrial  Adver¬ 
tising  .  2,100.00 

Miscellaneous  Advertising .  10,940.00 


I 


i 


$  86,406.00 


i 

I 


2448a  Philadelphia  Exhibit  No.  8S. 

PHILADELPHIA  EXHIBIT  No.  83 

[Received  in  evidence  at  Transcript  page  No.  2894; 
Witness:  Mr.  Coffman] 

DUQUESNE  LIGHT  COMPANY 
Advertising  Department 


1946  Actual 

Payroll  .  $  38,169.22 

Rental  of  Office  Space .  4,218.64 

Other  Expenses  .  369,103.55 


Total  .  $411,491.41 

Allocation  of  “Other  Expenses” 

Newspaper  Advertising  .  $115,177.00 

Radio  Advertising  .  74,690.00 

Outdoor  Advertising .  45,771.00 

Car  Cards  Advertising .  7,798.00 

Electric  Companies  Advertising 
Program  (National  Advertising)  30,802.00 

Public  Service  Magazine .  12,835.00 

Electric  Bill  Advertising  .  3,529.00 

Commercial  Advertising .  20,030.00 

Industrial  Advertising  .  9,060.00 

Power  Show  (Buhl  Planetarium)..  12,152.00 

Miscellaneous  .  37,259.55 


$369,103.55 


Philadelphia  Exhibit  No.  83.  2449a 

DUQUESNE  LIGHT  COMPANY 
Advertising  Department 

l 

Allocation  of  Estimated  Advertising  Expenses  for  1946, 

from  1946  Budget. 

Payroll  .  $  26,400.00 

Rental  of  Office  Space . 4,032.00 

Other  Expenses  .  414,040.00 

— 

Total  . $444,472.00 


Allocation  of  “Other  Expenses” 


Newspaper  Advertising  .  $117,500.00 

I 

Radio  Advertising  .  78,000.00 

Outdoor  Advertising .  51,600.00 

Car  Card  Advertising .  8,400.00  j 

Electric  Companies  Advertising 
Program  (National  Advertising)  30,000.00 

Public  Service  Magazine .  13,200.00  i 

Electric  Bill  Advertising .  4,800.00 

Commercial  Advertising .  24,000.00 

i 

Industrial  Advertising  .  15,600.00 

Power  Show  (Buhl  Planetarium)..  15,000.00 
Miscellaneous  .  55,940.00 


$414,040.00 


i 
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DUQUESNE  LIGHT  COMPANY 
Advertising  Department 

Allocation  of  Estimated  Advertising  Expenses  for  1947, 


from  1947  Budget. 

Payroll  . .  $  28,800.00 

Rental  of  Office  Space .  4,308.00 

Other  Expenses  .  340,410.00 

Total  .  $373,518.00 

Allocation  of  “Other  Expenses” 

Newspaper  Advertising .  $104,400.00 

Radio  Advertising .  75,000.00 

Outdoor  Advertising .  31,200.00 

Car  Card  Advertising .  9,600.00 

Electric  Companies  Advertising 

Program  (National  Advertising)  30,000.00 

Public  Service  Magazine .  13,200.00 

Electric  Bill  Advertising .  3,720.00 

Commercial  Advertising .  21,200.00 

Industrial  Advertising  .  12,990.00 

Miscellaneous  .  39,100.00 


$340,410.00 
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FINDINGS  OF  FACT  REQUESTED  BY 
PHILADELPHIA  COMPANY,  ET  AL., 
RESPONDENTS 


[Filed  with  the  Commission  September  16,  1947; 
Transcript  pages  13879-14018] 

(Caption  omitted) 


LIST  OF  DEFINED  TERMS 

I 

i 

Securities  and  Exchange  Commis¬ 
sion 

The  Public  Utility  Holding  Com¬ 
pany  Act  of  1935 

Public  Utility  Holding  Company 
Act  Release  No . 

Findings  of  fact  requested  by 
Philadelphia  Company,  et  aL  | 

Philadelphia  Exhibit  No . 

I 

i 

Commission’s  Exhibit  No . 

j 

Transcript  of  Record  page .  j 

The  Plan  pursuant  to  Section  11 
(e)  of  the  Act  proposed  by  Re¬ 
spondents  and  appearing  on 
pages  56  to  63  of  the  Answer 
filed  by  Respondents. 

Standard  Power  and  Light  Corpo¬ 
ration 

10.  Standard  Gas —  Standard  Gas  and  Electric  Com¬ 
pany 

The  Trustees  of  Pittsburgh  Rail¬ 
ways  Company  or  of  Pittsburgh 


1.  Commission — 

2.  The  Act — 

3.  Release . 

4.  F . 

5.  P.  Ex. .  or 

Exhibit  P . 

6.  C.  Ex . 

7.  Tr . 

8.  Section  11(e) 
Plan— 


9.  Standard 
Power — 


11.  Trustees 
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LIST  OF  DEFINED  TERMS— (Continued) 


Motor  Coach  Company,  as  the 
case  may  be,  appointed  in  the 
reorganization  proceedings  per¬ 
taining  to  said  companies,  pend¬ 
ing  in  the  District  Court  of  the 
United  States  for  the  Western 
District  of  Pennsylvania. 

12.  Duquesne —  Duquesne  Light  Company 

13.  Equitable  Gas —  Equitable  Gas  Company 

14.  Pittsburgh  and  Pittsburgh  and  West  Virginia  Gas 

West  Virginia —  Company 

15.  Kentucky-West  Kentucky  West  Virginia  Gas  Com- 

Virginia —  pany 

16.  Equitable  Auto —  Equitable  Auto  Company 

17.  Equitable  Real  Equitable  Real  Estate  Company 
Estate — 


18.  Steam  Heating —  Allegheny  County  Steam  Heating 

Company 


19.  Cheswick  and 
Harmar — 

20.  Finleyville — 

21.  Consolidated 
Gas — 

22.  Philadelphia 
Oil- 

23.  Pittsburgh 
Railways — 

24.  Motor  Coach — 


Cheswick  and  Harmar  Railroad 
Company 

Finleyville  Oil  and  Gas  Company 

The  Consolidated  Gas  Company  of 
the  City  of  Pittsburgh 

Philadelphia  Oil  Company 

Pittsburgh  Railways  Company 

Pittsburgh  Motor  Coach  Com¬ 
pany 


25.  United  Traction — United  Traction  Company  of 

Pittsburgh 
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LIST  OF  DEFINED  TERMS— (Continued) 

26.  Consolidated  Consolidated  Traction  Company 
Traction — 


27.  Birmingham — 

28.  Suburban — 

29.  Monongahela 
Railway — 

30.  Allegheny 
Light — 

31.  Respondents — 


Pittsburgh  and  Birmingham 
Traction  Company 

The  Suburban  Rapid  Transit 
Street  Railway  Company 

Monongahela  Street  Railway 
Company 

The  Allegheny  County  Light  Com¬ 


pany 

Philadelphia  Company,  Duquesne 
Light  Company,  Equitable  Gas 
Company,  Pittsburgh  and  West 
Virginia  Gas  Company,  Ken¬ 
tucky  West  Virginia  Gas  Com¬ 
pany,  Allegheny  County  Steam 
Heating  Company,  Cheswick 
and  Harmar  Railroad  Company, 
The  Consolidated  Gas  Com¬ 
pany  of  the  City  of  Pittsburgh, 
Equitable  Auto  Company,  Equi¬ 
table  Real  Estate  Company, 
Equitable  Sales  Company,  Fin- 
leyville  Oil  and  Gas  Company, 
and  Philadelphia  Oil  Company. 


( Caption  omitted ) 

Philadelphia  Company,  Duquesne  Light  Company, 
Equitable  Gas  Company,  Pittsburgh  and  West  Virginia 
Gas  Company,  Kentucky  West  Virginia  Gas  Company, 
Allegheny  County  Steam  Heating  Company,  Cheswick 
and  Harmar  Railroad  Company,  The  Consolidated  Gas 
Company  of  the  City  of  Pittsburgh,  Equitable  Auto  Com¬ 
pany,  Equitable  Real  Estate  Company,  Equitable  Sales 
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Company,  Finleyville  Oil  and  Gas  Company,  and  Phila¬ 
delphia  Oil  Company,  hereby  jointly  and  severally  re¬ 
quest  the  Securities  and  Exchange  Commission  to  enter 
Findings  of  Fact  in  the  above-styled  proceedings  as 
follows : 

RESPONDENTS’  PROPOSED  FINDINGS  OF  FACT 

1.  Growth  and  Development  of  the  Philadelphia  Com¬ 
pany  System. 

1.1  Philadelphia  Company1  was  incorporated  under 
the  laws  of  Pennsylvania  on  March  22,  1871  (Tr.  138; 
P.  Ex.  3).  It  first  engaged  in  business  in  the  Pittsburgh 
area  in  1884  (Tr.  139;  315),  when  it  began  to  produce, 
transport  and  distribute  natural  gas  in  the  Pittsburgh 
district  (Tr.  141) .  It  was  the  first  company  to  engage  in 
the  natural  gas  business  in  the  Pittsburgh  district  ( Tr. 

141)  ,  and  it  has  since  continued  to  own  natural  gas  pro¬ 
ducing,  transporting  and  distributing  properties  until 
the  present  day  (Tr.  141 ) . 

1.2  From  1884  to  1899  Philadelphia  Company  was 
engaged  exclusively  in  the  natural  gas  business  (Tr. 

142 )  .  During  this  period  there  was  a  considerable  expan¬ 
sion  of  its  business,  and  it  acquired  control  of  additional 
natural  gas  properties  through  stock  acquisitions,  leases 
and  purchases  ( Tr.  142 ) .  Until  1894,  Philadelphia  Com¬ 
pany’s  operations  were  confined  entirely  to  an  area  with¬ 
in  50  or  60  miles  of  Pittsburgh  in  southwestern  Pennsyl¬ 
vania,  but  in  that  year,  because  of  the  rapid  depletion 
of  the  Pennsylvania  gas  fields  (Tr.  159 ) ,  it  became  neces¬ 
sary  for  Philadelphia  Company  to  expand  its  operations 
into  West  Virginia  in  order  to  increase  its  sources  of 
supply  of  natural  gas  ( Tr.  142, 159 ) . 

1The  original  name  of  the  Company  was  Empire  Contract 
Company  (Tr.  138;  P.  Ex.  3).  The  present  corporate  name 
was  adopted  on  the  reorganization  of  the  company  in  1884 
(Tr.  139;  P.  Ex.  4). 


Findings  Requested  by  Philadelphia  Co.  2455a 


1.3  In  1899  Philadelphia  Company  went  outside  the 
field  of  natural  gas  operations  when  it  acquired  stock 
control  of  Allegheny  Light  (an  electric  company)  and 
United  Traction  (a  street  railway  company)  (Tr.  143), 
and  from  that  time  to  the  present  day  Philadelphia 
Company  has  been  continuously  a  holding  company  as 
to  gas,  electric  and  street  railway  operations  (Tr.  143). 
In  1899  the  electric  business  was  in  its  infancy,  while 
the  street  railways  business  had  been  operating  in  Pitts¬ 
burgh  for  about  40  years  (Tr.  144). 


1.4  Allegheny  Light  was  the  first  company  char¬ 
tered  to  engage  in  the  electric  business  in  Allegheny 
County,  Pennsylvania2  (Tr.  155).  When  Philadelphia 
Company  acquired  stock  control  of  Allegheny  Light  in 
1899,  Allegheny  Light  was  the  largest  electric  company 
operating  in  the  Pittsburgh  district.  However,  the  elec¬ 
tric  business  in  1899  was  in  a  relatively  early  stage  of 
development,  and  the  property  account  of  Allegheny 
Light  amounted  to  only  $2,500,000  (Tr.  144,  155).  Dur¬ 
ing  the  period  from  1899  to  1912,  Allegheny  Light  ab¬ 
sorbed  the  properties  of  a  number  of  other  electric  cotn- 
panies.  In  1913  Philadelphia  Company  also  acquired 
control  of  Duquesne,  and  by  the  end  of  1913  the  prop¬ 
erties  of  practically  all  electric  companies  operating  in 
the  Pittsburgh  district  ( including  the  properties  of  Alle¬ 
gheny  Light)  had  been  absorbed  into  Duquesne  (Tr.  155, 
156,  167,  168).  The  absorption  was  accomplished  by 
means  of  consolidations,  mergers,  purchases  or  long 
term  leases  of  properties  ( Tr.  168 ) .  With  the  exception 
of  a  lease  from  Monongahela  Light  and  Power  Company, 
all  leases  made  in  connection  with  forming  the  electric 
system  of  Duquesne  have  now  been  eliminated  (Tr.  168) . 
Duquesne,  as  it  presently  exists,  is  the  owner  of  all  of 


the  electric  properties  in  the  Philadelphia  Company  sys- 


2The  City  of  Pittsburgh  is  situated  within  Allegheny 
County.  j 
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tem,  and  its  present  position  is  the  result  of  bringing 
together  and  consolidating  the  properties  of  150  electric 
companies  (Tr.  168).  In  1913,  after  the  absorptions  tak¬ 
ing  place  in  that  year,  Duquesne’s  generating  capacity 
amounted  to  only  60,000  to  70,000  kilowatts.  From  1913 
to  1947,  Duquesne’s  generating  capacity  increased  to 
624,000  kilowatts  (Tr.  155,  156,  170). 

U>  After  Philadelphia  Company  had  acquired  stock 
control  of  United  Traction  in  1899  (Tr.  143),  it  pro¬ 
ceeded  in  1901  to  acquire  stock  control  of  Consolidated 
Traction  and  of  Pittsburgh  Railways  (then  known  as 
Southern  Traction  Company) ,  thereby  obtaining  control 
of  the  three  major  traction  systems  operating  in  the 
Pittsburgh  district  (Tr.  149,  150).  In  1902,  through  the 
efforts  of  Philadelphia  Company,  unification  of  the  street 
railways  systems  in  Pittsburgh  was  accomplished  by 
means  of  the  leases,  guarantees  and  operating  agree¬ 
ments  mentioned  in  Finding  6.32  hereof  (Tr.  149  to  152) . 
Since  1902,  Philadelphia  Company  has  continued  and  in¬ 
creased  its  interests  in  the  Pittsburgh  Railways  system. 
As  contrasted  with  over  200  companies  in  the  Pittsburgh 
Railways  system  at  one  time  or  another,  the  system  was 
reduced  to  3ix  systems  and  81  separate  and  distinct 
companies  in  1899,  and  it  has  now  been  reduced  to  two 
operating  companies  (Pittsburgh  Railways  and  Motor 
Coach,  both  of  which  are  now  in  reorganization — see 
Findings  6.43,  6.44  hereof)  and  53  other  companies 
whose  properties  are  operated  as  part  of  the  system 
(Tr.  164). 

1-6  With  reference  to  the  natural  gas  business,  the 
expansion  of  Philadelphia  Company’s  natural  gas  opera¬ 
tions  continued  in  the  period  from  1899  to  1913,  this 
expansion  taking  the  form  of  stock  acquisitions,  leases 
and  purchases  ( Tr.  156,  157 ) ,  and  by  1913  virtually  all 
of  the  natural  gas  properties  which  are  now  owned 
by  Philadelphia  Company  had  been  acquired  (Tr.  157). 
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On  December  1,  1913  Philadelphia  Company  leased  all 
of  its  gas  transmission  and  distribution  properties  to  its  j 
subsidiary,  Equitable  Gas  (C.  Ex.  A-10),  and  on  Janu-  | 
ary  1, 1923  Philadelphia  Company  leased  its  gas  produc-  j 
tion  properties  to  Equitable  Gas  (C.  Ex.  A-ll),  both 
leases  running  to  December  1, 1948.  Thereafter  Philadel¬ 
phia  Company  ceased  to  be  an  operating  company  and  j 
has  functioned  solely  as  a  holding  company  (Tr.  157), 
although  it  continues  to  retain  legal  title  to  its  Pennsyl¬ 
vania  natural  gas  properties  ( Tr.  158,  159 ) . 

j 

1.7  In  the  period  from  1920  to  1925  a  scare  devel-  j 
oped  as  to  the  adequacy  of  gas  reserves  to  serve  the  j 
Pittsburgh  district.  In  order  to  bolster  the  supply  of  gas 
required  to  serve  the  customers  of  Equitable  Gas,  Phila-  i 
delphia  Company,  together  with  its  affiliate,  Louisville 
Gas  and  Electric  Company,  organized  Kentucky-West  j 
Virginia  which  acquired  a  large  gas  field  in  Eastern  i 
Kentucky,  thereby  securing  a  very  substantial  source  j 
of  supply  of  natural  gas  for  Equitable  Gas  ( Tr.  159-162 ) 

— see  Findings  6.11,  6.12.  j 

1.8  All  of  the  natural  gas  properties  (production, 

transmission  and  distribution)  controlled  by  Philadel-  j 
phia  Company  and  situated  in  the  State  of  West  Vir-  j 
ginia  are  now  owned  by  a  subsidiary,  Pittsburgh  and  j 
West  Virginia  (Tr.  163).  j 

1.9  As  a  result  of  Philadelphia  Company’s  activi¬ 
ties  in  the  natural  gas  business  from  1899  to  the  present 
day,  the  properties  of  33  companies  have  been  brought 
together  into  the  ownership  of  four1  companies,  viz., ! 
Philadelphia  Company,  Equitable  Gas,  Pittsburgh  and  ! 
West  Virginia,  and  Kentucky-West  Virginia,  the  last 
three  named  companies  being  the  operating  companies! 
(Tr.  162,  163). 

1  Omitting  for  this  purpose  the  small  operation  of  Fin-' 
leyville. 


i 
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1.10  During  the  period  when  Philadelphia  Com¬ 
pany  was  acquiring  and  developing  its  principal  busi¬ 
nesses,  viz.,  electric,  gas  and  street  railways,  it  also  ac¬ 
quired  and  developed  various  miscellaneous  businesses 
as  summarized  in  Findings  1.11  to  1.17  hereof. 

1.11  Steam  Heating  is  a  Pennsylvania  corporation, 
incorporated  by  Duquesne  in  1912,  and  commencing  op¬ 
erations  later  the  same  year  (Tr.  170-171).  Prior  to  its 
organization,  many  owners  of  office  buildings  in  Pitts¬ 
burgh  operated  their  own  plants  for  the  furnishing  of 
steam  heat  to,  and,  as  an  incident  thereto,  the  making 
of  electricity  for,  their  own  buildings.  Steam  Heating 
was  organized  for  the  purpose  of  taking  over  such  heat¬ 
ing  operations,  thereby  securing  for  Duquesne  the  elec¬ 
tric  business  of  such  property  owners  ( Tr.  170 ) .  All  of 
the  capital  stock  of  Steam  Heating  is  owned  by  Du¬ 
quesne  (P.  Ex.  18). 

1.12  Philadelphia  Oil  is  a  West  Virginia  corpora¬ 
tion,  organized  by  Philadelphia  Company  in  1914  for  the 
purpose  of  acquiring  and  operating  oil  wells  which  were 
discovered  by  the  other  companies  in  the  Philadelphia 
Company  system  incident  to  their  exploration  for  natu¬ 
ral  gas  (Tr.  171,  172,  199).  All  of  its  capital  stock  is 
presently  owned  by  Pittsburgh  and  West  Virginia  (P. 
Ex.  18). 

1.13  Cheswick  and  Harmar  is  a  Pennsylvania  cor¬ 
poration,  organized  in  1901.  In  1916  Philadelphia  Com¬ 
pany  acquired  stock  control  of  Cheswick  and  Harmar 
(Tr.  172)  and  presently  owns  all  of  the  capital  stock  of 
that  company  (P.  Ex.  18).  Its  acquisition  was  incident 
to  the  acquisition  by  Philadelphia  Company  of  certain 
coal  properties  known  as  the  Harwick  Mine  from  which 
Duquesne  obtains  coal  used  in  the  operation  of  its  Colfax 
Power  Plant  (Tr.  172). 

1.14  Equitable  Auto  is  a  Pennsylvania  corporation, 
organized  by  Philadelphia  Company  in  1919  for  the  pur- 
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pose  of  furnishing  various  types  of  automotive  service 
to  the  companies  in  the  Philadelphia  Company  system, 
as  well  as  for  the  purpose  of  eliminating  unnecessary 
and  uneconomical  duplication  of  automotive  service  by 
the  various  companies  in  that  system  (Tr.  173, 211, 212) . 
All  of  its  capital  stock  is  presently  owned  by  Philadel¬ 
phia  Company  ( P.  Ex.  18 ) . 

1.15  Equitable  Real  Estate  is  a  Pennsylvania  cor¬ 
poration  organized  in  1919  for  the  purpose  of  maintain¬ 
ing  and  operating  real  properties  for  joint  occupancy 
by  companies  in  the  Philadelphia  Company  system  (Tr. 
173) .  All  of  its  capital  stock  is  presently  owned  by  Phila¬ 
delphia  Company  (P.  Ex.  18). 

1.16  Finleyville  is  a  Pennsylvania  corporation,  or¬ 

ganized  by  Philadelphia  Company  in  1931  for  the  pur¬ 
pose  of  acquiring  a  small  gas  producing  property  located 
in  close  proximity  to  properties  of  Equitable  Gas  and 
for  the  purpose  of  securing  the  business  of  a  large  in¬ 
dustrial  gas  consumer  (Tr.  163;  3359-3362).  All  of  its 
capital  stock  is  owned  by  Philadelphia  Company  (P. 
Ex.  18).  ! 

i 

i 

1.17  Equitable  Sales  Company  is  a  Pennsylvania 
corporation,  organized  by  Philadelphia  Company  in  1919 
for  the  purpose  of  operating  an  appliance  sales  business 
involving  the  merchandising  of  electrical  and  gas  appli¬ 
ances  (Tr.  213).  All  of  its  capital  stock  is  owned  by 
Philadelphia  Company  (P.  Ex.  18).  The  operations  of 
this  company  have  been  discontinued  and  it  is  now  in 
process  of  dissolution  (Tr.  213,  395). 

1.18  Consolidated  Gas  is  a  Pennsylvania  corpora¬ 
tion  which  at  the  present  time  does  not  have  any  opera¬ 
tions  and  does  not  own  any  property  (Tr.  234,  561). 
With  the  exception  of  $1,729,800  par  value  of  preferred 
stock  publicly  held,  all  the  securities  of  Consolidated 
Gas  are  owned  by  Philadelphia  Company  (Tr.  365). 
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1.19  Philadelphia  Company  is  not  a  holding  com¬ 
pany  which  has  acquired  control  of  companies  whose 
operations  had  previously  been  fully  developed  and  es¬ 
tablished,  but,  on  the  contrary,  Philadelphia  Company 
has  been  primarily  responsible  for  the  development  of 
the  respective  businesses  which  it  has  acquired,  includ¬ 
ing  the  development  of  the  three  vital  public  services 
now  being  furnished  in  the  Pittsburgh  district,  to  wit: 
the  electric  business,  the  gas  business,  and  the  trans¬ 
portation  business  (Tr.  176).  With  reference  to  its  gas 
business,  Philadelphia  Company  established  that  busi¬ 
ness  in  Pittsburgh  and  has  been  responsible  for  its  en¬ 
tire  financing  and  development  from  its  inception  (Tr. 
174-175).  With  reference  to  the  electric  business,  Phila¬ 
delphia  Company  became  interested  in  it  in  its  infancy 
and  has  been  primarily  responsible  for  the  development 
of  that  business  in  the  Pittsburgh  district  (Tr.  175). 
With  reference  to  the  street  railway  business,  it  was  in 
a  relatively  early  stage  of  development,  in  so  far  as 
electrical  operation  was  concerned,  when  Philadelphia 
Company  first  became  interested  in  it,  and  at  that  time 
it  consisted  of  six  separate  and  independently  operated 
systems ;  and  Philadelphia  Company  has  been  primarily 
responsible  for  the  unification  of  the  system  and  the 
subsequent  development  of  that  business  (Tr.  175).  As 
to  the  auxiliary  operations  mentioned  in  Findings  1.11 
to  1.17  hereof,  these  companies1  were  organized  in  each 
instance  by  Philadelphia  Company  for  the  purpose  of 
performing  some  necessary  function  in  connection  with 
the  operation  of  the  gas  or  electric  or  street  railway 
business,  or,  for  the  purpose  of  furnishing  to  the  various 
companies  in  the  Philadelphia  Company  system  a  serv¬ 
ice  required  by  two  or  more  of  the  companies  in  the 

Excepting  Cheswick  and  Harmar,  which  was  acquired  as 
an  incident  to  the  acquisition  of  certain  coal  properties — see 
Finding  1.13  hereof. 
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system,  on  a  basis  that  enabled  those  companies  to  ob¬ 
tain  such  services  at  the  most  economical  cost  (Tr.  175- 
176).  | 

i 

1.20  The  electric,  gas  and  street  railway  busi¬ 
nesses  of  the  companies  in  the  Philadelphia  Company 
system  have  been  operated  on  a  co-ordinated  basis  since 
the  year  1899,  and  the  other  companies  in  the  system 
have  been  operated  as  a  part  of  the  coordinated  operaj 
tion  for  periods  ranging  from  26  to  34  years  (Tr.  177); 

1.21  At  the  present  time  Philadelphia  Company  id 
primarily  a  holding  company  controlling  directly  or  in¬ 
directly  the  following  companies  (not  including  Pitts¬ 
burgh  Railways  and  subsidiaries  and  other  street  rail¬ 
way  subsidiaries  of  Philadelphia  Company)  (P.  Ex.  18) : 

Duquesne 

Steam  Heating 

Cheswick  and  Harmar 

Equitable  Auto 

Equitable  Real  Estate 

Equitable  Sales  Company 

| 

Pittsburgh  and  West  Virginia 
Equitable  Gas 

Philadelphia  Oil  j . 

Finleyville 

Consolidated  Gas  i 

Kentucky-West  Virginia 

In  addition,  Philadelphia  Company  at  the  present 
time  is  the  owner  of  substantial  natural  gas  producing, 
transporting  and  distributing  properties  located  in  the 
southwestern  portion  of  Pennsylvania,  all  of  which  are 
leased  to  and  are  now  operated  by  its  subsidiary.  Equi¬ 
table  Gas  (Tr.  182;  F.  1.6). 
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2.  Present  Operations  and  Integrated  Char¬ 
acter  of  Duquesne  Light  Company. 

2.1  Reference  is  made  to  Findings  1.3, 1.4, 1.19  and 
1.20  hereof  for  a  summarized  history  of  Philadelphia 
Company’s  operations  in  the  electric  business.  Duquesne 
presently  owns  electric  utility  assets  consisting  of  gen¬ 
erating  plants,  transmission  lines  and  distributing  fa¬ 
cilities,  which  are  physically  interconnected  and  which 
function  as  a  single  system.  Duquesne  is  presently  en¬ 
gaged  in  the  generation,  transmission  and  distribution 
of  electric  energy  for  light,  heat  and  power.  The  output 
of  its  generating  stations  is  coordinated  in  a  single  load 
dispatching  office  (P.  Ex.  1,  9  S.E.C.  871;  Tr.  205).  All 
of  its  operations  are  conducted,  and  all  its  properties  are 
located,  in  and  around  Pittsburgh  and  are  in  an  area  of 
approximately  817  square  miles  (P.  Ex.  1,  9  S.E.C.  871; 
Tr.  205).  Duquesne  serves  142  communities,  having  an 
aggregate  population  of  about  1,400,000  people,  and  in 
1946  it  served  approximately  370,000  customers.  At  the 
present  time  Duquesne  operates  five  separate  generating 
plants,  having  an  aggregate  rated  capacity  of  624,000 
kilowatts.  All  of  these  five  plants  are  tied  together  and 
physically  interconnected  by  a  ring  transmission  system 
(Tr.  205,  206) ,  the  operating  voltage  of  the  ring  system 
being  66,000  volts  (Tr.  209).  Duquesne  has  no  hydro¬ 
electric  operations,  generating  all  of  its  electric  light, 
heat  and  power  by  means  of  steam.  The  fuel  for  the 
plants  consists  of  coal,  most  of  which  is  obtained  from 
its  own  mines.  One  of  these  mines,  known  as  the  “Har- 
wick  Mine,”  is  situated  1%  miles  from  Duquesne’s  Col¬ 
fax  Power  Plant,  and  the  coal  is  hauled  from  the  mine 
to  the  plant  by  Cheswick  and  Harmar  (Tr.  206,  207). 
The  coal  reserves  at  the  Harwich  Mine  have  an  estimated 
life  of  about  seventeen  years  (Tr.  207).  Duquesne  also 
owns  other  coal  properties  from  which  coal  is  trans¬ 
ported  by  river  barges  to  the  respective  power  plants 
(which  are  also  on  the  river),  a  factor  which  contrib- 
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utes  to  a  relatively  low  cost  of  fuel  (Tr.  206-207).  The 
estimated  life  of  these  other  coal  lands  is  about  twenty- 
seven  years  (Tr.  207).  At  the  present  time  Duquesne’s 
total  coal  reserves  amount  to  approximately  39,000,006 
tons  of  mineable  coal  (Tr.  206).  In  addition  to  its  own 
coal,  Duquesne  from  time  to  time  purchases  coal  in  the 
open  market  when  the  market  price  is  advantageous, 
thereby  enabling  Duquesne  to  conserve  its  own  coal  re¬ 
sources  without  incurring  excessive  costs  (Tr.  208). 
Duquesne  has  interconnections  with  West  Penn  Power 
Company,  the  Pennsylvania  Power  Company  and  the 
Ohio  Edison  Company,  these  interconnections  having  a 
maximum  capacity  of  80,000  kilowatts  (Tr.  208,  570; 
P.  Ex.  20). 


The  following  is  a  map  showing,  inter  alia,  the  elec¬ 
tric  generation  and  transmission  facilities  of  Duquesne 


(This  map  is  printed  in  this  Joint  Appendix  as 
“Philadelphia  Exhibit  No.  7”  and  is  here  omitted  to  avoid 
duplication. ) 


2.2  The  main  business  offices  of  Duquesne  are  lo¬ 
cated  in  Pittsburgh,  and,  except  for  the  chairman  of  the 
board,  all  the  executive  and  operating  personnel  of  Du¬ 
quesne  reside  in  or  near  the  Pittsburgh  district  (Phila¬ 
delphia  Company's  Form  U  5S  Report  for  1946,  incorpo¬ 
rated  by  reference:  Tr.  2653). 


2.3  With  the  exception  of  the  rate  for  street  light¬ 
ing  purposes,  none  of  the  rates  charged  by  Duquesne 
for  electric  light,  heat  and  power  service  is  the  subject 
of  pending  rate  litigation  (Tr.  243,  236). 

2.4  The  following  is  a  comparison  of  typical  net 
monthly  bills  as  of  January  1, 1946,  for  residential  elec¬ 
tric  service  in  communities  served  by  utility  companies 
in  Pennsylvania  (including  Duquesne),  the  italic  nu¬ 
merals  indicating  the  relative  order  of  bills  from  low 
to  high  (P.  Ex.  9;  Tr.  239,  243) : 


Utility  Serving  Major  Communities  Served  bO  100  250 
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Scranton  Electric  Co.  Scranton  1.90(3,)  3.85(6,)  7.10(7) 

West  Penn  Power  Co.  Butler,  New  Kensington,  1.90(3,)  3.70(3,)  6.70(5)(a) 

Washington 

(a)  Electric  Range — Last  120  Kw-Hr.  billed  at  1.75* 
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2.5  Duquesne’s  utility  assets  are  and  have  been 
economically  and  efficiently  operated,  and  local  regula¬ 
tion  has  been  effective.  Both  the  operating  expenses  and 
the  total  expenses  of  Duquesne  for  the  average  of  1941-  j 
1945  and  for  1945,  stated  in  per  cent  of  electric  operating 
revenue,  are  lower  than  those  of  the  electric  industry 
of  the  United  States  as  a  whole  and  of  nine  companies! 
comparable  to  Duquesne.  Also,  Duquesne’s  operating  in-j 
come,  stated  in  percentage  of  electric  operating  revenue 
and  Duquesne’s  net  income,  stated  in  per  cent  of  oper¬ 
ating  revenue,  for  the  same  periods,  are  higher  than 
those  of  the  industry  as  a  whole  and  of  nine  comparable 
companies  (Tr.  3068-3082;  P.  Ex.  89).  Duquesne’s  ad¬ 
ministrative  and  general  expenses,  stated  in  per  cent  of 
operating  revenue,  for  the  same  periods  are  noticeably 
lower  than  those  of  the  industry  as  a  whole  and  of  the 
said  nine  companies  (Tr.  3082-3091;  P.  Ex.  90).  With 
reference  to  sales  and  revenue  per  residential  customer^ 
Duquesne  shows  higher  annual  average  kwh  sold  for 
both  periods  than  either  the  industry  or  the  nine-com¬ 
pany  group,  while,  with  respect  to  average  revenue  per 
kwh,  Duquesne  is  lower  than  the  industry  for  both 
periods  and  is  only  slightly  higher  than  the  nine-com¬ 
pany  group  in  both  periods  (Tr.  3059-3068;  P.  Ex.  88, 
Chart  No  2).  With  respect  to  average  annual  kwh  sold 
per  commercial  and  industrial  customer,  Duquesne  is 
substantially  higher  than  either  the  industry  or  the 
nine-company  group  for  both  periods,  while  with  respect 
to  average  revenue  per  kwh  Duquesne  is  substantially 
lower  than  either  the  industry  or  the  nine-company 
group  for  both  periods  (Tr.  3059-3068;  P.  Ex.  88,  Chart 
3).  With  respect  to  production,  transmission  and  distri¬ 
bution  expenses,  stated  in  percentage  of  operating  rev¬ 
enue,  Duquesne  is  substantially  lower  than  either  the 
industry  or  the  nine-company  group  for  both  periods 
(Tr.  3082-3091;  P.  Ex.  90,  Chart  No.  6). 
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2.6  Since  1913  Duquesne  has  been  subject  to  the 
jurisdiction  of  a  state  regulatory  commission  which, 
since  1937,  has  been  known  as  the  Pennsylvania  Public 
Utility  Commission  and  which  exercises  its  jurisdiction 
pursuant  to  the  provisions  of  the  Pennsylvania  Public 
Utility  Law  of  1937.  This  jurisdiction  over  Duquesne  em¬ 
braces  the  subjects  of  rates,  services  rendered  and  fa¬ 
cilities  employed  in  operations,  the  issuance  of  secu¬ 
rities,  accounting  practices,  certain  transactions  with 
affiliated  companies,  and  a  number  of  other  matters. 
The  jurisdiction  of  the  Pennsylvania  Commission  over 
Duquesne  is  complete  in  the  sense  that  it  covers  every 
phase  of  the  operations  of  the  Company  that  is  neces¬ 
sary  to  be  regulated  in  order  to  insure  that  the  Company 
is  rendering  to  its  customers  the  best  possible  service 
at  the  most  reasonable  rates,  Duquesne  may  also  be 
subject  to  the  jurisdiction  of  the  Federal  Power  Com¬ 
mission,  and  Duquesne  has  at  all  times  voluntarily  con¬ 
formed  with  all  rules,  regulations  and  orders  of  that 
Commission,  although  it  has  not  admitted  that  it  is 
subject  to  such  jurisdiction  (Tr.  282,  282-A). 

2.7  Duquesne’s  utility  assets  are  and  have  been 
operated  as  a  single  interconnected  and  coordinated  sys¬ 
tem  (Tr.  205-209  ;  215;  P.  Ex.  7). 

2.8  Duquesne’s  properties  and  operations  consti¬ 
tute  an  integrated  public-utility  system  within  the  mean¬ 
ing  of  Section  2(a)  (29)  (A)  of  the  Act. 

3.  History,  Present  Operations  and  Integrat¬ 
ed  Character  of  the  Gas  Utility  Companies 
in  the  Philadelphia  Company  System. 

3.1  Reference  is  made  to  findings  1.1, 1.2  and  1.6  to 

1.9  hereof  for  a  summarized  history  of  Philadelphia 
Company’s  operations  in  the  natural  gas  business.  The 
natural  gas  business  of  the  Philadelphia  Company  sys- 
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tem  is  operated  by  the  following  companies  (Tr.  162, 
163, 183-199;  P.  Ex.  24) : 

Equitable  Gas  which  produces  some  natural  gas  in 
southwestern  Pennsylvania,  but  is  primarily  the 
distributing  company  of  the  system,  distributing 
natural  gas  at  retail  in  the  Pittsburgh  district.  It 
purchases  most  of  its  gas  from  Pittsburgh  and  West 
Virginia.  The  operations  of  Equitable  Gas  are  con¬ 
fined  to  the  State  of  Pennsylvania; 

Pittsburgh  and  West  Virginia,  which  produces  some 
natural  gas  in  northern  West  Virginia  and  sells  a 
small  amount  of  gas  at  retail  in  the  same  area, 
but  is  primarily  a  transmission  company  supplying 
Equitable  Gas  with  natural  gas.  The  operations  of 
Pittsburgh  and  West  Virginia  are  confined  to  the 
State  of  West  Virginia,  and  it  purchases  most  of  its 
gas  supply  from  Kentucky-West  Virginia; 

i 

Kentucky-West  Virginia,  which  is  primarily  a  pro¬ 
duction  company,  and  which  sells  most  of  its  gas 
to  Pittsburgh  and  West  Virginia.  The  operations  of 
Kentucky-West  Virginia  are  confined  to  the  eastern 
part  of  Kentucky; 

Finleyville,  which  is  a  small  gas  producing  company 
operating  in  Pennsylvania  in  a  small  area  near 
Pittsburgh  adjacent  to  Equitable  Gas's  territory; 
and  which  presently  sells  all  of  its  gas  supply  to 
Equitable  Gas. 

i 

3.2  Equitable  Gas  is  a  Pennsylvania  corporation, 
organized  in  1888  (Tr.  427).  Philadelphia  Company  ac¬ 
quired  stock  control  of  this  company  in  June  of  1899  (Tr. 
427,2549). 

3.3  On  July  1,  1899  Philadelphia  Company  and 
Equitable  Gas  entered  into  an  operating  agreement  un¬ 
der  which  Philadelphia  Company  assumed  the  operation 
of  the  property  of  Equitable  Gas  (Tr.  462-465,  2549, 
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2550,  2564  and  C.  Ex.  A-33 ) .  On  December  1, 1913,  Phila¬ 
delphia  Company  leased  to  Equitable  Gas  all  natural  gas 
transmission  and  distribution  properties  then  owned  by 
Philadelphia  Company  (Tr.  157,  C.  Ex.  A-10) ,  and  at  the 
same  time  surrendered  to  Equitable  Gas  all  natural  gas 
transmission  and  distribution  properties  included  in  the 
operating  agreement  of  1899  (Tr.  2550).  On  January  1, 
1923  Philadelphia  Company  leased  all  producing  proper¬ 
ties  then  owned  by  it  to  Equitable  Gas  (Tr.  157,  C.  Ex. 
A-ll),  and  at  the  same  time  surrendered  to  Equitable 
Gas  all  producing  properties  then  being  operated  by 
Philadelphia  Company  under  the  operating  agreement  of 
1899  (Tr.  2550).  Both  leases  were  for  a  term  of  years 
expiring  December  1,  1948. 

3.4  The  purpose  of  the  leases  was  to  divest  Phila¬ 
delphia  Company  of  the  operation  of  natural  gas  prop¬ 
erties  and  thereby  clarify  and  simplify  the  confusing 
regulatory  situation  otherwise  arising  under  the  newly 
enacted  Public  Service  Law  of  Pennsylvania  resulting 
from  the  fact  that  Philadelphia  Company  would  be  op¬ 
erating  natural  gas  properties  and  as  such  would  be  sub¬ 
ject  to  regulation  as  to  rates  and  charges,  while  at  the 
same  time  it  would  be  receiving  income  from  subsidiary 
companies  operating  electric  and  street  railway  proper¬ 
ties  (Tr.  447). 

3J>  For  the  purposes  of  fixing  rates,  and  in  connec¬ 
tion  with  all  rate  litigation  involving  the  rates  of  Equi¬ 
table  Gas,  the  natural  gas  properties  leased  to  Equitable 
Gas  under  the  1913  and  1923  leases  have  been  treated  as 
owned  outright  by  Equitable  Gas  (Tr.  334-336,  432,  672- 
673,  2550-2552),  and  the  rentals  accrued  or  paid  under 
said  leases  have  not  been  treated  as  operating  expenses 
(Tr.  334-336,  432,  672-673,  2550-2552). 

3.6  Under  the  1913  and  1923  leases,  as  construed  by 
the  parties  thereto,  Equitable  Gas  has  been  paying  to 
Philadelphia  Company  the  amount  of  the  annual  depre- 
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.  i 

ciation  on  all  properties  embraced  within  said  leases  (Tr. 
430-432,  435-436,  674-675-676),  and  Philadelphia  Com-! 
pany  has  been  paying  for  all  renewals  and  replacements 
made  to  the  leased  property  (Tr.  431).  The  rates  for  de-j 
preciation  and  depletion  applicable  to  gas  properties  are! 
and  have  been  the  same  for  properties  owned  by  Phila¬ 
delphia  Company  and  for  properties  owned  by  Equitable 
Gas  in  its  own  right  (Tr.  465-466,  2552-2553). 

i 

3.7  In  addition  to  payments  representing  depreci¬ 
ation,  Equitable  Gas  has  been  paying  to  Philadelphia 
Company  the  rental  specified  in  said  leases  to  the  extent 
that  such  rental  was  earned  by  Equitable  Gas,  and  to 
the  extent  that  such  rental  was  not  earned,  the  unpaid 
rental  has  been  accrued  upon  the  books  of  both  Equi¬ 
table  Gas  and  Philadelphia  Company  (Tr.  2552,  C.  Ex. 
A-31 ) . 

3.8  Under  the  law  of  Pennsylvania,  for  rate-making 
purposes,  the  properties  of  utility  companies  are  re¬ 
quired  to  be  valued  on  the  basis  of  the  “fair  value”  rule, 
requiring  the  Commission  to  take  into  account  repro¬ 
duction  cost  new  less  depreciation,  developmental  and 
going  concern  value,  original  cost  of  construction  and 
other  elements  of  value  (Tr.  358),  the  primary  factor 
being  reproduction  cost  (Tr.  440).  For  some  years  past 
the  rental  paid  and  accrued  under  the  1913  and  1923 
leases  has  been  less  than  a  fair  return  on  the  fair  value 
of  the  leased  property  (Tr.  438-439,  2553-2554). 

! 

3.9  Equitable  Gas  operates  all  of  the  natural  gas 
properties  in  Pennsylvania  of  the  Philadelphia  Company 
system.1  It  is  engaged  primarily  in  the  retail  distribution 
of  natural  gas  in  Pittsburgh  and  surrounding  communi¬ 
ties,  although  it  also  produces  some  natural  gas  and  has 
some  transmission  lines.  All  of  its  operations  are  cen- 

i 

xWith  the  exception  of  the  small  natural  gas  producing 
properties  operated  by  Finleyville. 
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tered  in  the  City  of  Pittsburgh,  although  it  also  serves 
other  portions  of  southwestern  Pennsylvania  adjacent 
to  the  City  (Tr.  183-189).  The  Company  serves  4  cities, 
63  boroughs  and  83  townships,  having  an  aggregate 
population  of  about  1,500,000  persons  and  covering  ap¬ 
proximately  500  square  miles;  in  1946  the  Company 
served  about  200,000  customers  (Tr.  183),  181,000  of 
whom  are  also  customers  of  Duquesne  (Tr.  2616). 

3.10  Equitable  Gas  produces  some  of  the  gas  which 
it  distributes  but  the  great  bulk  thereof  is  purchased 
from  Pittsburgh  and  West  Virginia,  such  purchases  in 
1946  amounting  to  82%  of  the  total  supply  of  Equitable 
Gas.  The  gas  so  purchased  is  delivered  to  Equitable  Gas 
at  the  Pennsylvania-West  Virginia  state  line,  where  the 
main  transmission  lines  of  Equitable  Gas  connect  with 
those  of  Pittsburgh  and  West  Virginia.  Equitable  Gas 
transports  the  gas  so  purchased  from  that  point  through 
its  own  lines  into  its  local  distribution  system  (Tr.  183- 
184.) 

3.11  About  1934  Equitable  Gas  and  Pittsburgh  and 
West  Virginia  commenced  the  development  of  under¬ 
ground  storage  pools.  These  pools  consist  of  exhausted 
natural  gas  wells  which  are  repressured  and  used  for 
storing  gas  during  the  months  of  off-peak  demand, 
thereby  providing  a  reservoir  of  gas  for  use  during  the 
months  when  the  load  is  heaviest.  Equitable  Gas  at  the 
present  time  has  two  proven1  pools,  and  three  unproven 
pools  located  between  Equitable’s  distribution  system  in 

1A  proven  pool  is  a  pool  which  has  been  repressured  and 
has  demonstrated  over  a  period  of  time  that  it  will  hold 
the  pressure  and  that  gas  will  not  escape  in  substantial  quan¬ 
tities.  Unproven  pools  are  pools  which  have  not  yet  demon¬ 
strated  finally  that  if  repressured,  they  will  hold  the  pressure 
and  can  be  operated  without  the  loss  of  more  than  a  nominal 
amount  of  gas  (Tr.  188-189). 
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Pittsburgh  and  the  Pennsylvania-West  Virginia  state 
line.  These  pools  have  been  an  important  economic  factor 
in  Equitable  Gas’s  operations  because  they  eliminate  the 
necessity  for  gas  transmission  lines  otherwise  required 
during  the  winter  months  but  which  would  be  idle 
throughout  the  rest  of  the  year.  Furthermore,  the  stor¬ 
age  pools  avoid  the  shutting  in  of  wells,  since  they 
permit  the  respective  companies  to  draw  gas  out  of  the 
producing  fields  the  year  round  and  to  store  such  gas 
in  the  storage  pools  during  the  summer  months  as  a 
reservoir  for  winter  use.  Equitable’s  proven  pools  have 
an  aggregate  storage  capacity  at  the  present  time  of 
1,200,000  mcf  and  the  unproven  pools  have  an  estimated 
aggregate  storage  capacity  of  over  6,000,000  mcf  (Tr. 
184-185). 

3.12  During  a  term  ending  April  1, 1947,  Equitable 

Gas  was  taking  on  a  temporary  basis  11,000,000  to 
12,000,000  cubic  feet  of  gas  daily  from  the  temporary 
operators  of  the  “Big  Inch”  pipeline.  This  compares 
with  about  126,000,000  cubic  feet  of  gas  taken  by  Equi¬ 
table  Gas  daily  from  Pittsburgh  and  West  Virginia  in 
1946  on  peak  days,  and  with  155,000,000  cubic  feet  of 
input  per  day  on  maximum  days  in  1946  from  the  Com¬ 
pany’s  own  sources  of  supply,  viz. :  from  Pittsburgh  and 
West  Virginia,  from  Equitable  Gas’s  own  storage  pools, 
and  from  its  own  production  (Tr.  185).  The  price  paid 
for  gas  so  taken  from  the  Big  Inch  pipeline  was  23^ 
per  mcf  (Tr.  477).  j 

3.13  On  April  18, 1947,  Equitable  Gas  entered  into 
two  agreements  with  Texas-Eastern  Transmission  Cor¬ 
poration,  then  operating  the  Big  Inch  line  (P.  Ex.  76 
and  77).  One  contract  is  an  interim  agreement  continu¬ 
ing  in  effect  until  Texas-Eastern  obtains  title  to  the 
line,  and  the  other  contract  is  an  agreement  continuing 
for  a  period  of  twenty  years  after  the  date  such  title  is 
obtained,  and  thereafter  continuing  from  year  to  year. 
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Under  these  contracts  Equitable  Gas  has  contracted  for 
a  maximum  of  30,000,000  cubic  feet  of  gas  per  day, 
although  in  June,  1947  deliveries  were  running  below 
15,000,000  cubic  feet  per  day.  During  the  life  of  the 
interim  agreement  the  price  of  gas  is  23c  per  mcf  de¬ 
livered.  Under  the  long-term  agreement  there  are  two 
rate  periods  established,  the  first  continuing  until  the 
Texas-Eastern  gets  the  line  up  to  capacity  of  305,000,000 
cubic  feet  per  day.  During  this  period  the  charge  for 
gas  of  1,000  btu  per  cubic  foot  is  25.9 ^  per  mcf.  The 
second  rate  period  begins  when  the  line  reaches  capac¬ 
ity.  During  this  second  period  there  is  a  demand  charge 
of  $1.50  per  month  of  mcf  of  billing  demand  and  a  com¬ 
modity  charge  of  21^  per  mcf.  On  a  basis  of  100% 
load  factor  the  average  cost  to  Equitable  Gas  per  mcf 
would  be  27.195^ ;  on  a  75%  load  factor  basis,  the  charge 
to  Equitable  Gas  would  be  27.97^  per  mcf.  Until  the 
line  reaches  capacity,  Equitable  Gas  contemplates  tak¬ 
ing  gas  from  the  Big  Inch  line  on  a  100%  load  factor 
basis.  Giving  effect  to  the  charges  applicable  after  the 
line  reaches  capacity  (estimated  to  be  about  December 
31, 1948),  studies  made  by  Equitable  Gas  indicate  that, 
taking  into  account  the  extent  to  which  deliveries  from 
Pittsburgh  and  West  Virginia  would  have  to  be  curtailed 
during  the  summer  months,  and  the  extent  to  which 
Pittsburgh  and  West  Virginia  production  would  have 
to  be  curtailed,  it  would  be  more  expensive  for  Equitable 
Gas  to  buy  the  gas  on  a  100%  load  factor  basis  than  on 
a  75%  load  factor  basis;  therefore  Equitable  Gas  con¬ 
templates,  during  the  permanent  period,  to  take  gas 
from  the  Big  Inch  line  on  a  75%  load  factor  basis  (Tr. 
2531-2535),  which  would  produce  an  average  charge  of 
27.97  cents  per  mcf  (Tr.  2533).  On  June  12,  1947,  the 
Federal  Power  Commission  entered  an  order  (P.  Ex. 
Ill)  setting  aside  the  allocations  made  under  the  agree¬ 
ments  of  April  18,  1947  and  restoring  the  earlier  allo¬ 
cations.  During  the  period  up  to  November  1,  1947 
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(when  it  is  anticipated  that  the  pipeline  will  be  con¬ 
veyed  to  Texas-Eastern)  the  maximum  total  supply 
would  be  approximately  140,000,000  cubic  feet,  of  which 
the  allocation  to  Equitable  Gas,  under  the  order  of 
June  12,  1947  is  11,000,000  cubic  feet  per  day.  It  is  not 
known  what  allocations  will  be  ordered  by  the  Federal 
Power  Commission  applicable  to  the  period  of  perma¬ 
nent  operation  beginning  on  or  after  November  1,  1947 
(Tr.  2577-2580). 

I 

3.14  There  is  no  present  litigation  affecting  the 

rates  charged  by  Equitable  Gas,  the  last  suit  having 
been  terminated  by  the  decision  of  the  Superior  Court 
of  Pennsylvania  of  March  11, 1947 ;  Equitable  Gas  Com¬ 
pany  v.  Pa.  Public  Utility  Commission ,  160  Pa.  Super; 
Ct.  458  (Tr.  655-676;  C.  Ex.  A-28).  While  this  decision 
denied  an  increase  in  rates  requested  by  Equitable  Gas, 
it  did  clarify  the  earning  position  of  the  company  in  that 
it  dismissed  a  pending  complaint  against  the  existing 
rates  of  the  company,  and  also  in  that  it  held  that  the 
company’s  annual  accrual  to  its  depreciation  reserve  was 
more  than  $500,000  a  year  higher  than  necessary  (Tr. 
656,  657,  659,  660,  661.)  | 

3.15  There  are  three  gas  companies  rendering  nat¬ 
ural  gas  service  in  the  Pittsburgh  district,  namely,  Equi¬ 
table  Gas,  The  Manufacturers’  Light  and  Heat  Com¬ 
pany  and  The  Peoples  Natural  Gas  Company,  each  of 
which  is  predominately  a  distribution  company,  uses 
natural  gas  exclusively,  competes  in  the  same  area, 
serves  the  same  general  type  of  customers,  is  subject 
to  the  jurisdiction  of  the  same  regulatory  body,  viz.  : 
The  Public  Utility  Commission  of  Pennsylvania,  is  sub¬ 
ject  to  substantially  the  same  level  of  wage  rates  and 
other  expenses,  and  is  in  the  same  situation  geographi¬ 
cally  speaking  with  reference  to  sources  of  supply  of  gas 
(Tr.  3097,  3098,  3286).  Neither  The  Manufacturers’ 
Light  and  Heat  Company  nor  The  Peoples  Natural  Gas 
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Company  is  controlled  by  or  under  common  control  with 
an  electric  public  utility  system ;  and  neither  of  these 
last-mentioned  companies  competes  with  any  electric 
public  utility  operations  conducted  by  an  affiliated  com¬ 
pany:  Columbia  Gas  and  Electric  Corporation,  Release 
5455  (1944) ;  Standard  OH  Company  (New  Jersey),  Re¬ 
lease  4617  (1943). 

3.16  The  following  is  a  comparison  of  typical  net 
monthly  bills  as  of  September  15,  1946  for  residential 
gas  service  in  major  communities  served  by  Pennsyl¬ 
vania  utilities  (including  Equitable  Gas),  the  italic 
numerals  indicating  the  relative  order  of  bills  from  low 
to  high  (P.  Ex.  11;  Tr.  252-363) : 

(The  comparison  here  referred  to  is  printed  in 
this  Joint  Appendix  as  “Philadelphia  Exhibit  No. 
11”  and  is  here  omitted  to  avoid  duplication. ) 
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3.17  The  following  is  a  comparison  of  typical  net 
monthly  bills  as  of  September  15,  1946  for  residential 
service  for  the  three  companies  mentioned  in  Finding 
3.15  hereof  rendering  natural  gas  service  in  the  Pitts¬ 
burgh  district  (Tr.  706-709;  P.  Ex.  46,  page  3) : 


1  mcf 

S  mcf 

5  mcf 

10  mcf 

Name  of  Company 

per 

month 

per 

month 

per 

month 

per  | 
month 

Equitable  Gas 

Company . 

...  $1.00 

$1.80 

$3.00 

$6.00 

The  Manufacturers* 

i 

i 

Light  and  Heat 
Company . 

> 

..  1.21 

2.51 

3.81 

6.81 

The  Peoples  Natural 
Gas  Company . 

..  1.21 

2.51 

3.81 

| 

i 

6.81 

3.18  On  a  therm  basis,  the  typical  net  monthly  bills 

of  Equitable  Gas  are  the  lowest  in  three  classifications 
and  next  to  the  lowest  in  the  fourth  classification1  for 
all  of  the  major  communities  in  Pennsylvania  mentioned 
in  Finding  3.16  hereof  (Tr.  258-262,  P.  Ex.  11),  and  on 
an  mcf  basis  the  typical  net  monthly  bills  for  residen¬ 
tial  service  of  Equitable  Gas  Company  are  lower  in  all 
classifications  than  those  of  either  of  the  other  tyro 
companies  serving  the  Pittsburgh  district — see  Finding 
3.17  hereof  (P.  Ex.  46,  page  3).  j 

3.19  The  following  is  a  comparison  of  residential 
sales  per  customer  in  mcf  for  the  year  1945  and  residen¬ 
tial  revenue  per  customer  for  the  same  year  for  the 

1This  classification  embraces  the  use  of  10.6  therms  per 
month,  or  the  amount  estimated  to  be  required  for  range  use 
only.  j 
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three  companies  rendering  natural  gas  service  in  Pitts¬ 
burgh  district  (P.  Ex.  46,  page  1;  Tr.  706-709) : 


Name  of  Company 


Residential  Sales 
per  Customer 
mcf 


Residential 
Revenue 
per  Customer 


Equitable  Gas  Company 
The  Manufacturers’ 
light  and  Heat 

Company . 

The  Peoples  Natural 
Gas  Company . 


65.4 

$38.57 

64.3 

43.52 

61.2 

42.85 

!  As  among  the  three  natural  gas  companies  serving 
the  Pittsburgh  area.  Equitable  Gas  has  the  largest  resi¬ 
dential  sales  per  customer  in  mcf,  and  at  the  same  time 
the  cost  to  the  customer  is  the  lowest  (Tr.  706-709;  P. 
Ex.  46,  page  1). 


i  3«20  The  natural  gas  supplied  to  its  customers  by 
Equitable  Gas  has  a  higher  btu  content  than  the  gas 
furnished  by  either  of  the  other  two  companies  serving 
the  Pittsburgh  district,  this  being  chiefly  accounted  for 
by  the  fact  that  the  other  two  companies  mix  with  their 
local  production  a  higher  proportion  of  gas  received 
from  Texas  and  comparable  sources  ( Tr.  261,  262 ) ,  and 
the  existing  differential  may  well  become  more  material 
as  the  other  two  companies  derive  proportionately 
larger  quantities  of  gas  from  Texas  and  other  sources 
(Tr.  636,  637). 


&21  During  the  year  1946  Equitable  Gas  purchased 
from  its  supplier,  Pittsburgh  and  West  Virginia,  at  the 
Pennsylvania-West  Virginia  state  line,  a  total  of 
27,631,917,000  cubic  feet  of  gas  at  an  average  rate  of 
26.691  per  mcf.  The  same  year,  Peoples  Natural  Gas 
Company  (which  also  renders  natural  gas  service  in  the 
Pittsburgh  district)  purchased  from  its  supplier,  Hope 
Natural  Gas  Company,  at  the  Pennsylvania-West  Vir- 


i 


i 
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ginia  state  line  a  total  of  21,421,476,000  cubic  feet  of 
gas,  at  a  cost  of  28 ^  per  mcf  (Tr.  263,  2546,  2547), 
The  Manufacturers’  Light  and  Heat  Company  (which 
also  renders  natural  gas  service  in  the  Pittsburgh  dis¬ 
trict)  does  not  make  comparable  purchases,  since  it 
consummates  its  purchases  in  West  Virginia  (Tr.  3356* 
3357) ;  however,  reference  is  made  to  Finding  6.19  hereof 
for  a  similar  comparison  between  Manufacturers  Light 
and  Heat  Company  and  Pittsburgh  and  West  Virginia. 

3.22  With  respect  to  average  sales  per  residential 
customer  as  among  the  three  natural  gas  companies 
serving  the  Pittsburgh  area,  Equitable  Gas  lay  between 
the  other  two  companies  for  the  period  from  1939  to 
1941,  but  beginning  in  1942,  Equitable  Gas’s  sales  per 
customer  increased  at  a  faster  rate,  and  during  the 
years  1943  to  1945  inclusive,  Equitable  Gas’s  average 
sales  per  residential  customer  were  higher  than  those 
of  either  of  the  other  two  companies.  From  1939  through 
1945,  the  average  revenue  per  residential  customer  of 
Equitable  Gas  was  continually  lower  than  that  of  Peo¬ 
ples  Natural  Gas  Company,  and,  except  for  the  years 
1942  and  1943,  was  lower  than  that  of  The  Manufac¬ 
turers’  Light  and  Heat  Company  (Tr.  3101,  3102;  P. 
Ex.  92).  The  average  revenue  per  mcf  of  Equitable  Gas 
was  consistently  lower  than  that  of  The  Peoples  Natural 
Gas  Company  from  1939  through  1945,  was  slightly 
above  that  of  The  Manufacturers’  Light  and  Heat  Com¬ 
pany  from  1939  to  1943,  but  since  1943  has  been  sub¬ 
stantially  lower  than  that  of  The  Manufacturers’  Light 
and  Heat  Company  (Tr.  3101,  3102,  3103;  P.  Ex.  92), 
and  since  1944  Equitable  Gas  has  had  the  lowest  rate 
for  gas  service  to  residential  customers  in  the  Pittsburgh 
area  (Tr.  3103;  P.  Ex.  92;  Tr.  246,  247,  656). 

3.23  With  respect  to  commercial  customers,  the 
average  sales  per  customer  and  the  average  revenue  per 
customer  of  Equitable  Gas  were  consistently  higher 
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than  those  of  either  of  the  other  two  gas  companies  serv¬ 
ing  the  Pittsburgh  district  for  the  period  from  1939  to 
1945  inclusive,  while  during  the  same  period  its  average 
revenue  per  mcf  was  consistently  lower  than  that  of 
either  of  the  other  two  companies  ( Tr.  3103-3105 ;  P.  Ex. 
92,  Chart  No.  11). 

&24  From  1939  through  1945,  the  average  sales  per 
industrial  customer  and  the  average  revenue  per  indus¬ 
trial  customer  of  Equitable  Gas  were  lower  than  those 
of  either  of  the  other  two  companies,  this  being  due  in 
a  large  part  to  the  fact  that  the  industrial  customers  of 
both  Peoples  and  Manufacturers’  are  larger  gas  users 
than  the  industrial  customers  of  Equitable,  and  to  the 
fact  that  Equitable  had  a  much  larger  number  of  indus¬ 
trial  customers  than  either  of  the  other  two  companies. 
However,  for  the  same  period,  the  average  revenue  per 
mcf  of  Equitable  Gas  was  consistently  lower  than  that 
of  The  Manufacturers’  Light  and  Heat  Company,  and  it 
closely  approximated  that  of  The  Peoples  Natural  Gas 
Company  until  1944;  in  1945  the  average  revenue  per 
mcf  of  Equitable  Gas  was  substantially  lower  than  that 
of  The  Peoples  Natural  Gas  Company  (Tr.  3105-3107; 
P.  Ex.  92,  Chart  No.  12). 

3.25  The  following  is  a  comparison  of  the  operat¬ 
ing  expenses  of  the  three  companies  serving  the  Pitts¬ 
burgh  area  in  cents  per  mcf  sold  for  the  average  of  the 
period  from  1941  through  1945  and  for  1945  alone  (Tr. 
3108-3113;  P.  Ex.  93) : 
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1941-1945  Average 

Peoples  Mamcfac- 


Type  of  Expense 

Equi¬ 

table 

Gas 

Natural 

Gas 

Company 

taxers’ 
Light  & 
Heat  Co , 

Production — transmis- 

mission — distribution 

30.2 

28.1 

28.0 

Customers’  accounting 

and  collection . 

2.1 

1.4 

1.4 

Sales  promotion . 

0.9 

0.3 

0.3 

Administrative  and 

general  . 

2.1 

5.1 

2.1 

Total . 

35.3 

35. 

31.8 

Year  1945 


Production — transmis- 


mission — distribution 
Customers’  accounting 

30.3 

28.1 

28.7 

and  collection . 

2.2 

1.8 

1.4  , 

Sales  promotion . 

Administrative  and 

0.8 

0.4 

0.2 

i 

general  . 

2.1 

6.6 

2.5 

Total . 

35.4 

36.9 

32.8 

3.26  A  comparison 

of  Equitable  Gas  with  the  other 

two  gas  companies  serving  the  Pittsburgh  district  shows 
that  Equitable  Gas  furnishes  a  lower  cost  gas  service 
for  all  types  of  consumers,  its  overall  operating  costs 
compare  favorably  with  both  of  the  other  companies, 
it  follows  a  more  aggressive  sales  policy,  it  has  lower 
administrative  and  general  expenses,  its  plant  invest¬ 
ment  per  dollar  of  revenue  compares  favorably  with  the 
other  two  companies,  and  it  follows  a  conservative 
depreciation  policy  (Tr.  3121). 

3.27  Since  1913  Equitable  Gas  has  been  subject  to 
the  jurisdiction  of  a  state  regulatory  commission,  which 
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since  1937  has  been  known  as  the  Pennsylvania  Public 
Utility  Commission.  This  jurisdiction  over  Equitable 
Gas  covers  the  subjects  of  rates,  services  rendered  and 
facilities  employed  in  operations,  the  issuance  of  secu¬ 
rities,  accounting  practices,  certain  transactions  with 
affiliated  companies,  and  a  number  of  other  matters.  The 
jurisdiction  of  the  Pennsylvania  Commission  over  Equi¬ 
table  Gas  is  complete  in  the  sense  that  it  covers  every 
phase  of  the  operations  of  the  company  that  is  neces¬ 
sary  to  be  regulated  in  order  to  insure  that  the  company 
is  rendering  to  its  customers  the  best  possible  service 
at  the  most  reasonable  rates  (Tr.  282-B).  Equitable 
Gas  may  also  be  subject  to  the  jurisdiction  of  the  Fed¬ 
eral  Power  Commission,  but  the  company  has  not  ad¬ 
mitted  that  this  jurisdiction  exists.  Equitable  Gas  has 
at  all  times  voluntarily  conformed  with  all  rules,  regu¬ 
lations  and  orders  of  the  Federal  Power  Commission 
but  with  due  reservation  of  its  rights.  The  uniform 
system  of  accounts  of  the  Pennsylvania  Commission 
applicable  to  Equitable  Gas  is  identical  with  the  uni¬ 
form  system  of  accounts  prescribed  by  the  Federal 
Power  Commission  with  respect  to  natural  gas  com¬ 
panies  under  its  jurisdiction  (Tr.  282-B,  282-C). 

3J28  Pittsburgh  and  West  Virginia  was  incorpo¬ 
rated  under  the  laws  of  West  Virginia  in  1894  as  the 
Fairmont  &  Grafton  Gas  Company  and  its  name  was 
changed  to  its  present  name  October  22, 1913  (Tr.  485) . 
In  the  early  part  of  1906  Philadelphia  Company  ac¬ 
quired  stock  control  of  this  company  (Tr.  485-6) ,  which 
eventually  acquired  all  the  natural  gas  properties  in 
the  State  of  West  Virginia  owned  or  controlled  by  Phila¬ 
delphia  Company.  The  operations  of  Pittsburgh  and 
West  Virginia  are  confined  entirely  to  the  State  of  West 
Virginia  (Tr.  192).  It  owns  all  the  capital  stock  of 
Equitable  Gas  and  Philadelphia  Oil  (P.  Ex.  18;  Tr.  193) , 
and  is  a  registered  holding  company  under  the  Act 
(Tr.  193). 
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3.29  Pittsburgh  and  West  Virginia  is  engaged  pri¬ 
marily  in  transporting  natural  gas.  It  produces  and 
purchases  such  gas  as  it  can  in  West  Virginia  and  buys 
gas  from  Kentucky-West  Virginia.  Except  for  the 
amount  required  for  a  small  retail  service  operation, 
Pittsburgh  and  West  Virginia  transports  all  gas  so  pro¬ 
duced  and  purchased  to  the  Pennsylvania-West  Virginia 
state  line  for  delivery  to  Equitable  Gas.  Pittsburgh  and 
West  Virginia  sells  most  of  its  gas  to  Equitable  Gas, 
and  in  the  year  1946  88%  of  its  sales  were  to  Equitable 
Gas  (Tr.  190  and  262).  As  of  December  31,  1946,  Pitts¬ 
burgh  and  West  Virginia  had  6,273  residential  custom¬ 
ers,  638  commercial  customers,  eight  industrial  cus¬ 
tomers,  and  seven  customers  were  other  gas  companies. 
For  the  year  1946  the  total  gas  revenues  of  Pittsburgh 
and  West  Virginia  amounted  to  $8,472,675,  of  which 
$235,406  (less  than  3% )  was  obtained  from  residential 
customers,  $425,507  was  obtained  from  commercial  and 
industrial  customers,  and  the  balance  of  the  revenues 
came  from  the  sale  of  gas  to  Equitable  Gas  and  to  non- 
affiliated  gas  companies  (Tr.  2842). 

3.30  Pittsburgh  and  West  Virginia  buys  most  of  its 
gas  from  Kentucky-West  Virginia,  such  purchases 
amounting  in  1946  to  63%  of  the  total  gas  supply  of 
Pittsburgh  and  West  Virginia  (Tr.  190-266). 

3.31  After  the  formation  in  1927  of  Kentucky-West 
Virginia  (see  Findings  1.7  and  6.11  hereof),  Philadel¬ 
phia  Company  began  to  construct  a  transmission  line 
connecting  the  operations  of  Kentucky-West  Virginia 
with  the  lines  of  Pittsburgh  and  West  Virginia  in  north¬ 
ern  West  Virginia  (Tr.  488-489).  Before  construction 
had  progressed  very  far,  United  Fuel  Gas  Company  of¬ 
fered  to  deliver  gas  to  Pittsburgh  and  West  Virginia 
in  northern  West  Virginia  in  exchange  for  gas  delivered 
in  Kentucky  by  Kentucky-West  Virginia  to  a  subsidiary 

of  United  Fuel  Gas  Company.  Because  of  the  economies 

! 


I 
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resulting  from  the  proposed  exchange  agreement,  the 
pipeline  project  was  abandoned  and  the  offer  of  United 
Fuel  Gas  Company  was  accepted  (Tr.  190-191,  488-489). 
Upon  the  expiration  of  this  agreement,  a  new  exchange 
agreement  was  entered  into  in  1941  (Tr.  494-495)  ex¬ 
piring  in  1961,  which  involved  a  reduction  in  the  rates 
charged  for  the  exchange  of  gas.  Under  the  new  agree¬ 
ment  Pittsburgh  and  West  Virginia  has  the  right  on 
relatively  short  notice  to  terminate  the  exchange  con¬ 
tract,  so  that  Pittsburgh  and  West  Virginia  can  termi¬ 
nate  the  exchange  agreement  if  and  when  it  becomes 
more  economical  to  obtain  Kentucky  gas  through  a  pipe 
line  to  be  constructed  by  a  system  company  than  by 
means  of  the  exchange  agreement  (Tr.  495  and  191). 
The  question  of  charges  under  the  current  exchange 
agreement  is  now  in  litigation  (Tr.  193-194,  496). 

3.32  Pittsburgh  and  West  Virginia  cooperated  with 
Equitable  Gas  in  the  development  of  the  underground 
storage  pools  as  mentioned  in  Finding  3.11  hereof  (Tr. 
184) .  Pittsburgh  and  West  Virginia  now  has  two  proven 
storage  pools  and  one  unproven  storage  pool,  the  two 
proven  pools  having  an  aggregate  capacity  of  about 
4,000,000,000  cubic  feet  and  the  unproven  pool  having 
an  estimated  capacity  of  about  600,000,000  cubic  feet. 
These  pools  are  located  at  points  relatively  close  to  the 
transmission  line  of  Pittsburgh  and  West  Virginia  so 
that  the  company  is  able  to  buy  from  Kentucky-West 
Virginia,  and  to  receive  in  exchange  from  United  Fuel 
Gas  Company,  gas  in  larger  and  more  constant  quan¬ 
tities  throughout  the  year  than  would  be  possible  other¬ 
wise  and  to  store  such  gas  until  such  time  as  it  is  re¬ 
quired  for  the  winter  peak  demand  in  Pittsburgh  (Tr. 
191,  192,  267). 

3.33  The  storage  pools  of  Equitable  Gas  are  oper¬ 
ated  in  conjunction  with  those  of  Pittsburgh  and  West 
Virginia  so  that  the  gas  accumulated  throughout  the 
year  is  stored  in  either  the  pools  of  Equitable  Gas  in 
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Pennsylvania  or  in  the  pools  of  Pittsburgh  and  West  | 
Virginia  in  West  Virginia,  or  in  both,  and  a  relatively 
large  supply  of  gas  thus  becomes  available  for  the  win¬ 
ter  peak  in  Pittsburgh  (Tr.  192).  j 

3.34  The  rate  charged  by  Pittsburgh  and  West  Vir- 1 

ginia  for  gas  sold  to  Equitable  Gas  is  fixed  in  an  agree-  j 
ment  between  the  two  companies  dated  January  20, 
1923  and  the  amendments  thereto  ( P.  Ex.  12 ;  Tr.  262-  j 
263,  2529).  The  agreement  was  for  a  term  ending  on 
February  1,  1944.  However,  before  the  expiration  of 
said  agreement  the  Pennsylvania  Public  Utility  Com¬ 
mission  and  the  Federal  Power  Commission  instituted 
complaints  before  the  latter  Commission  against  Pitts¬ 
burgh  and  West  Virginia  with  respect  to  the  rates  fixed 
in  such  agreement  (Tr.  262).  The  Pennsylvania  Com-! 
mission  has  never  prosecuted  its  complaint,  but  the 
other  proceeding  has  been  prosecuted  and  is  now  pend-! 
ing  before  the  Federal  Power  Commission  (Tr.  662, 
664).  Since  the  expiration  date  fixed  therein,  the  agree¬ 
ment  has  been  continued  in  effect  pending  the  outcome 
of  the  Federal  Power  Commission  proceeding  ( Tr.  2530 ) > 
the  companies  recognizing  that  the  rate  to  be  charged 
in  the  future  would  necessarily  be  that  fixed  by  the 
Federal  Power  Commission.  As  soon  as  the  Federal 
Power  Commission  proceeding  is  disposed  of,  it  is  the 
intention  of  Pittsburgh  and  West  Virginia  and  Equi¬ 
table  Gas  to  execute  a  new  contract  for  the  sale  of  gas 
by  Pittsburgh  and  West  Virginia  to  Equitable  Gas  (Tr. 
2533,2534).  j 

3.35  Reference  is  made  to  Finding  3.21  hereof  for 
a  comparison  of  the  rates  paid  by  Equitable  Gas  to 
Pittsburgh  and  West  Virginia  with  those  paid  by  The 
Peoples  Natural  Gas  Company  (which  also  renders 
natural  gas  service  in  Pittsburgh)  to  Hope  Natural  Gas 
Company,  its  supplier.  Hope  Natural  Gas  Company,  like 
Pittsburgh  and  West  Virginia,  operates  in  the  State  of 
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West  Virginia,  is  engaged  in  the  production  and  trans¬ 
portation  of  natural  gas  in  that  State  and  performs 
substantially  the  same  functions  with  respect  to  The 
Peoples  Natural  Gas  Company  as  is  performed  by  Pitts¬ 
burgh  and  West  Virginia  with  respect  to  Equitable  Gas, 
selling  their  gas  to  their  respective  customers  at  ap¬ 
proximately  the  same  point,  to- wit,  the  Pennsylvania- 
West  Virginia  state  line  (Tr.  263-264). 

3.36  On  the  basis  of  the  rates  presently  being 
charged  for  gas  sold  by  Pittsburgh  and  West  Virginia 
to  Equitable  Gas,  Pittsburgh  and  West  Virginia  is  not 
earning  at  the  present  time  a  fair  return  on  its  invest¬ 
ment  (Tr.  3438). 

3.37  Pittsburgh  and  West  Virginia  is  subject  to  the 
jurisdiction  of  the  Public  Service  Commission  of  West 
Virginia  as  to  rates,  service  facilities,  issuance  of  securi¬ 
ties,  accounting  practices  and  certain  transactions  with 
affiliated  companies,  as  well  as  other  matters.  The  West 
Virginia  Commission  has  in  effect  a  uniform  system  of 
accounts  applicable  to  gas  companies  which  is  compa¬ 
rable  to  the  uniform  system  of  accounts  of  the  Federal 
Power  Commission  as  applied  to  natural  gas  companies 
subject  to  its  jurisdiction.  Pittsburgh  and  West  Virginia 
is  also  subject  to  the  jurisdiction  of  the  Federal  Power 
Commission  as  to  rates  and  other  matters  specified  in 
the  provisions  of  the  Federal  Natural  Gas  Act  (Tr.  285- 
295). 

3.38  The  persons  who  occupy  the  positions  of 
Chairman  of  the  Board,  President,  and  Vice  President 
and  general  manager  for  Equitable  Gas  occupy  the  same 
positions  with  Pittsburgh  and  West  Virginia  (P.  Ex.  30 
and  31,  page  1).  All  the  General  Departments  (see  F. 
5.6  hereof),  as  well  as  the  personnel  of  each  of  these 
departments,  function  for  and  are  departments  and  em¬ 
ployees  of  each  of  these  two  companies  (P.  Ex.  30  and 
31),  and  the  General  Departments  perform  all  of  the 
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general  and  administrative  functions  of  these  two  com¬ 
panies  (Tr.  418,  419).  Likewise,  in  the  operating,  plan¬ 
ning  and  development,  and  sales  departments  of  the  two 
companies,  the  heads  of  the  various  divisions1  of  these 
departments  of  Pittsburgh  and  West  Virginia  also 
occupy  similar  positions  with  Equitable  Gas  (P.  Ex.  30 
and  31,  pages  2,  3  and  4). 

3.39  The  main  business  offices  of  Equitable  Gas 
and  Pittsburgh  and  West  Virginia  are  located  in  Pitts¬ 
burgh,  and,  except  for  the  Chairman  of  the  Board,  all 
the  executive  and  administrative  personnel  of  both  com¬ 
panies  reside  in  or  near  the  Pittsburgh  district  (Phila¬ 
delphia  Company’s  Form  U5S  Report  for  1946,  incorpo¬ 
rated  by  reference;  Tr.  2653). 

3.40  A  map  showing,  inter  alia,  the  City  of  Pitts¬ 
burgh  (where  distribution  operations  are  centered)  and 
showing  the  gas  transportation  facilities  of  Pittsburgh 
and  West  Virginia  and  of  Equitable  Gas  appears  as  part 
of  Finding  2.1  hereof,  and  is  here  incorporated  by  refer¬ 
ence. 

i 

3.41  The  operations  and  personnel  of  Equitable  Gas 
and  of  Pittsburgh  and  West  Virginia  are  handled  on  a 
coordinated  basis  and,  to  the  maximum  extent  possible, 
joint  operations  and  activities  are  employed,  thereby  se¬ 
curing  the  maximum  economies  (Tr.  3433,  3434).  These 
two  companies  are  so  located  and  related  that  substan¬ 
tial  economies  have  been  and  are  effected  by  their  being 
operated  as  a  single  coordinated  gas  utility  system.  The 
said  system  is  confined  in  its  operations  to  a  single  area 
or  region,  in  one  or  more  states,  not  so  large  as  to  im¬ 
pair  the  advantages  of  localized  management,  efficient 
operation  and  the  effectiveness  of  regulation. 


1Except  for  the  chief  field  agent,  the  superintendent  of 
distribution  and  certain  division  superintendents  of  the  op¬ 
erating  department. 
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3.42  The  gas  utility  system  composed  of  Equitable 
Gas,  Pittsburgh  and  West  Virginia,  and  Philadelphia 
Company,  is  operated  as  a  single  coordinated  system  in 
the  adjoining  states  of  West  Virginia  and  Pennsylvania, 
and  the  bulk  of  the  gas  used  by  Pittsburgh  and  West 
Virginia  and  Equitable  Gas  in  their  operation  of  the 
coordinated  system  is  derived  from  common  sources  of 
supply. 

3.43  By  reason  of  location  and  the  relationship  of 
the  properties,  substantial  economies  are  effectuated 
through  the  operation  of  the  said  gas  utility  system  as 
a  single  coordinated  system.  Such  economies  arise  in 
part  through  the  coordination  under  single  control  of 
market  and  supply;  in  part  from  the  joint  employment 
by  the  operating  companies  of  certain  executive  officers 
and  operating  personnel;  and  in  part  from  other  sources 
and  causes.  Separate  uncoordinated  operation  of  the  sev¬ 
eral  properties  comprising  the  said  system  would  result 
in  a  loss  of  substantial  savings  to  such  properties  and 
would  be  detrimental  to  the  public  interests  and  the  in¬ 
terests  of  investors  and  consumers. 

3.44  The  said  gas  utilities  system  has  grown  and 
developed  with  the  progress  of  the  art,  the  expansion  of 
communities  and  the  demands  of  consumers.  Its  present 
size  is  entirely  in  keeping  with  the  state  of  the  art  and 
the  characteristics  of  the  area  or  region  to  which  it  is 
confined.  The  area  or  region  served  by  the  system  is  not 
large  considering  the  state  of  the  art  and  the  character¬ 
istics  of  the  area  or  region. 

3.45  Neither  the  size  of  the  said  gas  utility  system 
nor  the  size  of  the  area  or  region  which  it  serves  has 
heretofore  in  any  manner  impaired  the  advantages  of 
localized  management,  the  efficient  operation  of  the  sys¬ 
tem,  or  the  effectiveness  of  regulation.  While  the  system 
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extends  into  two  states,  the  retail  distribution  of  gas  by 
Equitable  Gas  in  Pennsylvania  and  by  Pittsburgh  and 
West  Virginia  in  West  Virginia  is  local  and  intra-state 
in  character.  Equitable  Gas's  business  of  distributing 
gas  at  retail  in  Pennsylvania  has  heretofore  been  and 
now  is  effectively  regulated  by  the  Pennsylvania  Public 
Utility  Commission,  and  Pittsburgh  and  West  Virginia's 
business  of  distributing  gas  at  retail  in  West  Virginia 
has  heretofore  been  and  now  is  effectively  regulated  by 
the  Public  Service  Commission  of  West  Virginia;  and 
the  system  has  heretofore  been  and  now  is  operated  effi¬ 
ciently.  Size  has  not  adversely  affected  the  advantages 
of  localized  management.  The  size  of  the  system  and  of 
the  territory  served  by  the  system  is  compatible  with  a 
centralized  local  management,  and  the  system  has  been 
locally  managed  at  Pittsburgh  for  some  time  past  by 
officers  and  directors  residing  for  the  most  part  either 
in  the  City  of  Pittsburgh  or  in  its  environs. 

3.46  The  said  gas  utility  system  is,  within  the 
meaning  of  Section  2  ( a )  ( 29 )  ( B )  of  the  Act,  confined  in 
its  operations  to  a  single  area  or  region  in  Pennsylvania 
and  West  Virginia,  not  so  large  as  to  impair  ( consider¬ 
ing  the  state  of  the  art  and  the  area  or  region  affected) 
the  advantages  of  localized  management,  efficient  oper¬ 
ation,  and  the  effectiveness  of  regulation;  and  this  is 
particularly  so  by  reason  of  the  fact  that  Equitable  Gas 
and  Pittsburgh  and  West  Virginia  derive  the  bulk  of  the 
gas  employed  in  their  operations  from  common  sources 
of  supply. 

i 

3.47  The  aforesaid  gas  utility  system,  composed  of 

Pittsburgh  and  West  Virginia,  Equitable  Gas  and  Phila¬ 
delphia  Company,  constitutes  an  integrated  utility  sys¬ 
tem  within  the  meaning  of  Section  2(a)  (29)  (B)  of  the 
Act.  i 
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4.  The  Integrated  Nature  of  the  Electric  and 
Gas  Operations  in  the  Philadelphia  Com¬ 
pany  System. 

4.1  Findings  2.1  to  2.8  relating  to  the  electric  utility 
system  are  incorporated  herein  by  reference. 

4.2  Findings  3.1  to  3.47  relating  to  the  gas  utilities 
system  of  Philadelphia  Company  are  incorporated  herein 
by  reference. 

4>3  The  electric  utility  business  of  Duquesne  and 
the  gas  utility  business  of  Equitable  Gas  are  centered  in 
the  City  of  Pittsburgh,  and  the  operations  conducted  by 
said  companies  and  by  Pittsburgh  and  West  Virginia  are 
confined  to  the  same  general  territory.  All  of  the  elec¬ 
tric  utility  properties  in  the  holding  company  system  of 
Philadelphia  Company  and  all  of  the  utility  properties 
in  the  said  holding  company  system,  both  gas  utility 
and  electric  utility,  are  in  close  geographic  proximity 
to  each  other  (P.  Ex.  7). 

4.4  Duquesne,  Equitable  Gas,  Pittsburgh  and  West 
Virginia  and  Philadelphia  Company  are  all  managed  in 
the  City  of  Pittsburgh.  There  are  approximately  1300 
employees  who  are  employed  jointly  by  each  of  said 
companies  in  the  General  Departments  ( see  F.  5.7  here¬ 
of)  maintained  jointly  by  those  companies,  viz.,  the 
Treasury,  Secretary’s,  Purchasing,  Accounting,  Person¬ 
nel,  Law,  Adjustment,  Telephone  and  Advertising  De¬ 
partments  (Tr.  374). 

4.5  Substantial  economies  are  effectuated  through 
the  coordinated  operation  of  the  aforesaid  electric 
utility  and  gas  utility  properties  as  parts  of  the  same 
holding  company  system.  Such  economies  arise  gener¬ 
ally  from  reductions  in  the  operating  expenses  of  the 
electric  and  gas  utility  companies  effectuated  through 
the  joint  employment  by  said  companies  of  certain  execu- 
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tive  officers  and  operating  personnel,  the  joint  occupancy 
of  office  and  display  space,  and  the  joint  purchase  of 
certain  materials  and  supplies  of  a  type  used  by  sai4 
companies  in  common,  as  well  as  from  other  sources  and 
causes  (See  F.  5.21-5.33  hereof). 

4.6  The  electric  utility  properties  of  Duquesne  are 
physically  interconnected  and  economically  operated  as 
a  single  interconnected  and  coordinated  system  (see  F. 
2.1-2.8  hereof ) ;  the  gas  utility  companies  in  the  holding 
company  system  of  Philadelphia  Company  are  so  located 
and  related  that  substantial  economies  are  effectuated  by 
being  operated  as  a  single  coordinated  system  ( see  F.  3.1 
to  3.47  hereof) ;  and  the  combined  operations  of  said 
electric  utility  properties  and  said  gas  utility  companies 
are  confined  to  a  single  area  or  region  in  the  adjoining 
states  of  Pennsylvania  and  West  Virginia,  not  so  large 
as  to  impair  (considering  the  state  of  the  art  and  the 
area  or  region  affected )  the  advantages  of  localized  man¬ 
agement,  efficient  operation,  and  the  effectiveness  of 
regulation. 

4.7  The  operation  of  electric  utility  properties  and 
gas  utility  properties  in  the  same  territory  as  parts  Of 
the  same  holding  company  system  is  not  contrary  to 
any  provision  of  law  or  to  any  rule  of  public  policy  of 
the  Commonwealth  of  Pennsylvania  or  of  the  State  of 
West  Virginia  (Tr.  282-283,  296). 

4.8  The  present  properties  and  operations  of  the 
electric  and  gas  utility  companies  in  the  holding  com¬ 
pany  system  of  Philadelphia  Company,  including  the 
present  properties  and  operations  of  the  holding  com¬ 
pany  system  of  Pittsburgh  and  West  Virginia,  are  lim¬ 
ited,  within  the  meaning  of  Section  11(b)(1)  of  the 
Act,  to  a  single  integrated  public  utility  system,  and 
together  constitute  an  integrated  public  utility  system 
within  the  meaning  of  Section  2(a)  (29)  of  the  Act. 


i 
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4.9  The  electric  utility  system  consisting  of  the 
generating  plants,  transmission  lines  and  distributing 
facilities  operated  by  Duquesne,  and  the  gas  utility 
system  composed  of  Equitable  Gas,  Pittsburgh  and 
West  Virginia  and  Philadelphia  Company,  together  con¬ 
stitute  an  integrated  public  utility  system  within  the 
meaning  of  Section  2(a)  (29)  of  the  Act. 

5.  The  Retainability  of  the  Gas  Utility  Sys¬ 
tem  as  an  Additional  Integrated  Public 
Utility  System. 

5.1  Findings  2.1  to  2.8,  relating  to  the  electric 
utility  system  are  incorporated  herein  by  reference. 

5J2  Findings  3.1  to  3.47,  relating  to  the  gas  utilities 
system  of  Philadelphia  Company  are  incorporated  here¬ 
in  by  reference. 

From  a  time  prior  to  1913  until  the  present 
time,  there  has  been  and  still  is  in  existence  an  execu¬ 
tory  oral  agreement  among  the  companies  in  the  Phila¬ 
delphia  Company  system,  providing  for  the  operation 
of  joint  departments  and  activities,  and  the  joint  use 
of  property  and  facilities  (Tr.  418-419).  Shortly  after 
the  passage  of  the  Pennsylvania  Public  Utility  Act  of 
1937,  and  as  required  by  that  Act,  a  written  statement 
(P.  Ex.  26)  of  said  executory  oral  agreement  was  filed 
with  the  Pennsylvania  Public  Utility  Commission  (Tr. 
375-376).  The  agreement  set  forth  in  said  statement 
has  been  and  still  is  in  force  and  effect  (Tr.  374),  ex¬ 
cept  for  the  elimination  of  companies  which  have  been 
dissolved,  merged  or  disposed  of  (Tr.  379),  and  except 
for  the  addition  of  Kentucky-West  Virginia  as  a  party 
to  said  agreement  (Tr.  379;  F.  5.5  hereof). 


I 

i 
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5.4  The  said  oral  agreement  provides  for  the  oper¬ 
ation  of  joint  departments  or  activities  and  the  joint 
use  of  property  and  facilities  by  any  two  or  more  com¬ 
panies  of  the  group,  the  discontinuance  thereof  when 
no  longer  needed,  and  the  withdrawal  from  operation 
or  use  thereof  of  any  company  at  its  option.  The  cost 
of  any  such  department  or  activity  or  property  or  facili¬ 
ties  jointly  maintained,  operated  or  owned  is  required 
by  the  agreement  to  be  distributed  among  the  partici¬ 
pating  companies  on  the  basis  of  the  work  performed 
for  each,  if  reasonably  possible  of  ascertainment,  other¬ 
wise  on  the  basis  of  the  gross  earnings  of  such  corh- 
panies  during  the  previous  year.  Where  property  or 
facilities  owned  by  one  company  are  jointly  used  by 
another  one  or  more  companies,  the  owning  company 
is  required  to  be  made  whole  for  the  cost  to  it  of  the 
property  or  facilities,  based  on  the  portion  of  such 
property  or  facilities  used  for  the  benefit  of  each  par¬ 
ticipating  company  (Tr.  376-378;  P.  Ex.  26). 

i 

5.5  Prior  to  1939  Kentucky-West  Virginia  was  not 

a  party  to  the  said  oral  agreement.  However,  in  that 
year,  in  view  of  the  work  being  done  by  certain  general 
departments  for  Kentucky-West  Virginia,  that  Com¬ 
pany  then  became  and  still  is  a  party  to  the  said  oral 
agreement,  although  only  the  following  general  depart¬ 
ments  presently  function  for  Kentucky-West  Virginia, 
viz.,  the  Law,  Secretary’s,  Treasury  and  Accounting 
Departments  (Tr.  379-380).  ! 

5.6  The  departments  (herein  called  “General  De¬ 
partments”)  organized  and  functioning  under  and  pur¬ 
suant  to  the  terms  of  said  oral  agreement  are  the  fol¬ 
lowing:  the  Accounting,  Adjustment,  Advertising,  Law, 
Personnel,  Purchasing,  Secretary’s,  Telephone,  and 
Treasury  Departments.  The  General  Departments  are 
departments  of  and  function  for  each  of  the  companies 
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in  the  Philadelphia  Company  system.1  These  depart¬ 
ments  perform  virtually  all  of  the  activities  of  the  com¬ 
panies  in  the  system  and  of  the  Trustees  of  Pittsburgh 
Railways  and  Motor  Coach,  excepting  those  of  a  dis¬ 
tinct  operating  character;  and  more  particularly  the 
General  Departments  perform  virtually  all  of  the  gen¬ 
eral  and  administrative  activities  and  functions  of  the 
companies  in  the  Philadelphia  Company  system  and  of 
the  said  Trustees  ( Tr.  416,  419 ) . 

5.7  There  are  over  1,300  persons  now  working  in 
and  constituting  the  personnel  of  the  General  Depart¬ 
ments  (Tr.  419;  2923).  All  of  the  officers  and  employees 
constituting  the  personnel  of  the  General  Departments 
are  employees  of  each  of  the  companies  for  whom  they 
perform  services,  and  the  salaries  of  each  of  such  em¬ 
ployees  are  paid  by  the  companies  in  the  system  for 
whom  services  are  rendered  (Tr.  3477-3478). 

5.8  The  salaries  and  expenses  of  each  General  De¬ 
partment  are  distributed  among  the  participating  com¬ 
panies  on  the  basis  of  work  actually  performed,  where 
susceptible  of  measure,  and,  where  not  so  susceptible, 
such  salaries  and  expenses  are  distributed  on  the  basis 
of  the  gross  operating  revenues  of  the  participating 

1Except  as  follows:  Only  the  Accounting  and  Law  De¬ 
partments  function  for  Equitable  Sales  Company,  which  is  in 
the  process  of  liquidation ;  no  department  functions  for  Con¬ 
solidated  Gas,  which  is  inactive  and  has  no  business ;  and  only 
the1  Accounting,  Law,  Secretary's  and  Treasury  Departments 
function  for  Kentucky-West  Virginia  None  of  the  attorneys 
in  the  Law  Department  works  for  the  Trustees  of  Pittsburgh 
Railways  and  Motor  Coach  (Tr.  623,  624).  The  Secretary's 
Department  functions  for  the  said  Trustees  by  virtue  of  the 
appointment  by  the  Trustees  of  E.  W.  Washabaugh  (Secre¬ 
tary)  as  Record  Agent,  and  R.  D.  McKinnis  (Assistant  Sec¬ 
retary)  as  Assistant  Record  Agent  (P.  Ex.  25-39;  Tr.  413- 
416). 
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companies1  (Tr.  578).  The  methods  used  to  determine 
the  work  performed  vary  among  departments  and 
among  different  divisions  in  the  same  department  be¬ 
cause  of  differences  in  the  type  of  work  performed;  but 
in  all  cases  a  method  is  employed  which  will  measure, 
with  a  reasonable  degree  of  accuracy,  the  volume  of 
work  done  by  each  General  Department  for  each  com-  j 
pany  (Tr.  1392).  j 

5.9  The  responsibility  for  the  allocation  of  the  sala¬ 

ries  and  expenses  of  each  General  Department  among  j 
the  participating  companies  is  primarily  that  of  the  ! 
department  head  without  dictation  from  any  other  | 
person  (Tr.  620).  Such  allocations  are  made  only  after 
consultations  between  the  particular  department  head  j 
and  the  operating  representatives  of  the  particular  par-  j 
ticipating  companies  (Tr.  621).  Such  allocations  are  re-j 
viewed  by  each  department  head  at  least  once  a  year,  on 
the  basis  of  experience  encountered  in  the  preceding  year 
(Tr.  615).  ! 

i 

5.10  The  question  of  the  fairness  of  the  allocations 
of  expenses  and  salaries  of  the  General  Departments! 
among  the  participating  companies  has  been  raised  in 
various  proceedings  before  the  Pennsylvania  Public 
Utility  Commission,  but  there  has  never  been  a  decision 
by  such  Commission  either  holding  that  the  method  of 
allocation  is  not  fair  or  reasonable,  or  suggesting  an 
alternative  method  of  allocation  (Tr.  619-620).  In  addi¬ 
tion,  the  Securities  and  Exchange  Commission  has  been 
on  notice  of  such  method  of  allocation  since  1940,  and 
it  has  never  criticized  such  method  of  allocation  or  sug¬ 
gested  any  alternative  method  of  allocation  (Tr.  619- 
620,  See  F.  5.13). 

i 

• -  i 

1Except  for  some  insignificant  items  such  as  cigars  and 
cigarettes  furnished  for  board  meetings,  rent  of  the  Directors' 
Room,  etc.  (Tr.  578-579).  j 


i 

i 


i 
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5.11  As  applied  to  the  work  of  persons  in  the  Gen¬ 
eral  Departments  whose  work  is  not  susceptible  to  pre¬ 
cise  measurement,  the  allocation  of  expense  on  the  basis 
of  gross  revenues,  is,  over  a  period  of  years,  a  reason¬ 
able  measure  of  the  work  performed  (Tr.  619,  2812). 
Any  other  method  of  measurement  as  applied  to  the 
work  of  such  persons  would  involve  the  keeping  of 
time-slips  showing  the  time  devoted  to  the  work  of  a 
particular  company.  Such  an  alternative  method  is  not 
as  satisfactory  as  an  allocation  on  the  basis  of  gross 
revenues  because  the  time  allocation  involves  exercise 
of  judgment  which  may  well  result  in  throwing  expense 
on  one  company  when  it  should  be  on  another,  and 
because  such  a  time  allocation  is  not  susceptible  of  regu¬ 
lation  or  control  on  any  satisfactory  basis  (Tr.  619; 
2812). 

5.12  The  allocations  of  the  salaries  and  expenses  of 
the  General  Departments  to  the  various  companies 
during  1947  and  prior  years  are  extremely  fair  and 
reasonable  and  based  on  methods  as  fair  as  can  be  de¬ 
vised  (Tr.  619, 1393, 1394,  3146).  While  such  allocations 
are  not  mathematically  precise,  they  are  none  the  less 
an  approximately  accurate  picture  of  the  work  per¬ 
formed  (Ibid.). 

5.13  Shortly  prior  to  1940  the  Section  13  Group  of 
the  Commission  made  an  examination  of  the  General 
Departments,  and,  in  connection  with  that  examination, 
Philadelphia  Company  was  requested  to  file  a  report 
with  the  Commission  outlining  the  basis  on  which  the 
General  Departments  were  set  up,  their  functions,  and 
the  manner  in  which  the  employees  or  members  in  those 
departments  received  their  compensation  (Tr.  409-410). 
Such  report  was  prepared  as  of  May  14,  1940,  and  was 
submitted  to  the  Commission  shortly  thereafter  (Tr. 
410,  P.  Ex.  40).  Since  the  filing  of  said  report,  no  criti¬ 
cism  has  ever  been  made  by  the  Commission  or  by  any 
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member,  officer,  or  employee  of  the  Commission  with 
respect  to  the  functioning  of  the  General  Departments, 
the  matter  of  allocating  the  salaries  and  expenses  of 
the  employees  of  those  Departments,  or  in  any  other 
respect  whatsoever. 

I 

5.14  In  1939,  shortly  after  the  appointment  of  the  j 
Trustees  of  Pittsburgh  Railways  and  of  Motor  Coach,  j 
the  Trustees  made  a  study  as  to  the  feasibility  and  I 
advisability  of  their  withdrawal  from  the  General  De¬ 
partment  arrangement,  and  as  to  the  feasibility  and  j 
advisability  of  setting  up  their  own  separate  and  dis-  i 
tinct  organization  in  order  to  perform  the  functions 
theretofore  performed  by  the  General  Departments  for  j 
Pittsburgh  Railways  and  Motor  Coach.  This  study  I 
showed  that  such  withdrawal  and  the  setting  up  of 
their  own  separate  and  distinct  organization  would  at 
that  time  have  increased  the  operating  expenses  or  j 
costs  to  the  Trustees  to  the  extent  of  about  $100,000 
per  year  (Tr.  385-386,  616). 

5.15  A  dismemberment  of  the  Philadelphia  Com¬ 
pany  system  of  the  character  proposed  in  the  notices  ] 
and  orders  involved  in  these  proceedings  would  require  j 
the  breaking  up  of  the  General  Departments  into  sepa¬ 
rate  organizations  for  the  purpose  of  functioning  ex¬ 
clusively  for  the  component  parts  into  which  it  is  pro-  | 
posed  that  the  system  be  broken  up.  Such  operation! 
would  not  only  involve  a  vast  loss  in  economies,  but  at ! 
least  during  the  period  of  the  breaking  up  process, 
would  seriously  affect  the  efficiency  of  the  work  done 
by  the  General  Departments  (Tr.  419). 

5.16  By  reason  of  the  functioning  of  the  General 
Departments  for  the  various  companies  in  the  Phila¬ 
delphia  Company  system,  such  companies  enjoy  a  flexi¬ 
bility  in  the  use  of  managerial  skill  which  is  not  present 
in  an  independently-operated  company.  The  use  of  the 
General  Departments  enables  the  companies  in  the  Phil- 
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adelphia  Company  system  to  utilize  a  minimum  staff  to 
a  maximum  endeavour  and  responsibility,  which  is  not 
possible  to  a  company  which  offers  a  single  service  to 
the  public  (Tr.  3146). 

5.17  Philadelphia  Company  has  an  Executive  De¬ 
partment,  the  persons  performing  the  major  functions 
thereof  being  the  Chairman  of  the  Board  and  President, 
Executive  Vice  President,  the  Assistant  to  the  Execu¬ 
tive  Vice  President,  and  the  Office  Manager  ( P.  Ex.  25, 
H-2).  The  Executive  Department  was  organized  in  1942 
when  separate  individuals  became  Presidents  of  Du- 
quesne  and  of  the  gas  utility  companies  (Tr.  575).  The 
Executive  Department,  although  not  a  General  Depart¬ 
ment,  is  also  a  department  of  and  functions  for  Ken¬ 
tucky-West  Virginia,  and  Equitable  Real  Estate  (Tr. 
576). 

5.18  All  of  the  officers  and  employees  constituting 
the  personnel  of  the  Executive  Department  are  officers 
and  employees  of  each  of  the  companies  for  whom  they 
perform  services,  and  the  salaries  of  each  of  such  em¬ 
ployees  are  paid  by  the  companies  in  the  system  for 
whom  services  are  rendered  (Tr.  577,  578,  579;  584-588) . 

5.19  The  salaries  and  expenses  of  the  Executive 
Department  are  distributed  among  the  participating 
companies  on  a  gross  revenue  basis,1  except  that  the 
salary  of  the  Chairman  of  the  Board  is  charged  entirely 
to  Philadelphia  Company  (Tr.  577). 

5.20  In  addition  to  the  functioning  of  the  General 
Departments  for  the  various  companies  in  the  Phila¬ 
delphia  Company  system,  many  of  the  executive  per¬ 
sonnel  perform  joint  duties  and  functions  with  two  or 

Excepting  for  insignificant  items  such  as  rent  and  inci¬ 
dental  expenses  in  connection  with  the  Board  of  Directors’ 
Room. 
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more  of  the  companies  in  the  Philadelphia  Company 
system,  as,  for  example  (Tr.  416  to  418) : 

P.  H.  McCance,  President  of  Duquesne,  occupies  the 
same  position  for  Steam  Heating,  Cheswick  and 
Harmar  and  Equitable  Auto  Company  (P.  Exs.  27, 
28,  29  and  36;  Tr.  2813,  2814). 

J.  M.  Orr,  Assistant  to  the  President  of  Duquesne, 
occupies  the  same  position  for  Steam  Heating,  Ches¬ 
wick  and  Harmar  and  Equitable  Auto  (P.  Exs.  27, 
,  28,  29  and  36;  Tr.  2813,  2814). 

E.  C.  Stone,1  Vice  President  and  General  Manager 
of  Duquesne  occupies  the  same  position  for  Steam 
Heating  and  Cheswick  and  Harmar,  and  is  Vice 
President  of  Equitable  Auto. 

W.  G.  Jens,  Vice  President  in  Charge  of  Operations 
of  Duquesne,  occupies  the  same  position  with  Steam 
Heating,  Cheswick  and  Harmar  and  Equitable  Auto.! 

E.  A.  Hester,  Manager,  Planning  and  Developing 
Department  of  Duquesne,  occupies  the  same  posi¬ 
tion  with  respect  to  Steam  Heating,  Cheswick  and 
Harmar  and  Equitable  Auto. 

G.  W.  Ousler,  Vice  President  in  Charge  of  Sales 
of  Duquesne,  occupies  the  same  position  with  Steam 
Heating. 

D.  P.  Hartson,  Vice  President  and  General  Manager 
of  Equitable  Gas,  occupies  the  same  position  with 
Pittsburgh  and  West  Virginia,  Philadelphia  Oil  and 
Finleyville. 

H.  H.  Pigott,  Operating  Manager  of  Equitable  Gas, 
occupies  the  same  position  with  Pittsburgh  and 
West  Virginia,  Finleyville  and  Philadelphia  OiL  I 

F.  N.  Wolf,  Head  of  the  Planning  and  Development 
Department  and  Assistant  to  the  Vice  President 


1Retired  on  April  1,  1947. 
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and  General  Manager  of  Equitable  Gas,  occupies 
the  same  position  with  Pittsburgh  and  West  Vir¬ 
ginia,  Finleyville  and  Philadelphia  Oil. 

The  President’s  Department  of  Duquesne,  consist¬ 
ing  of  the  President  and  seven  assistants,  functions 
also  for  Steam  Heating,  Cheswick  and  Harmar  and 
Equitable  Auto  Company  (Tr.  2813,  2814). 

A  large  part  of  the  operating  and  supervisory  per¬ 
sonnel  of  the  Trustees  of  Pittsburgh  Railways  occupies 
similar  positions  with  the  Trustees  of  Motor  Coach 
(Tr.  575,  576). 

5.21  In  1935  the  Respondents  made  a  study  of  the 
economies  resulting  from  the  operation  of  the  General 
Departments  and  from  the  joint  operations  of  the  sys¬ 
tem  companies.  This  study  showed  a  saving  of  approxi¬ 
mately  $2,000,000  annually  (Tr.  421,  422).  Since  this 
study  was  out  of  date  at  the  time  the  Commission  is¬ 
sued  its  Notices  and  Orders  of  December  5,  1946,  the 
new  studies  mentioned  in  Findings  5.22  to  5.32  hereof 
were  begun  shortly  after  the  issuance  thereof. 

5.22  Early  in  January,  1947,  Paul  B.  Coffman. 
President  of  Standard  Research  Consultants,  Inc.,  was 
engaged  by  the  Respondents  to  make  an  independent 
study  of  the  economies  which  would  be  lost  in  the  event 
that  the  Philadelphia  Company  holding  company  system 
were  split-up  or  segregated  in  the  manner  contemplated 
by  the  notices  and  orders  of  the  Commission  in  these 
proceedings  (Tr.  952).  Coffman  is  a  nationally-known 
business  consultant,  who  is  exceptionally  well  qualified 
to  make  such  a  study  by  reason  of  his  education  and 
by  reason  of  his  business  experience  which  has  made 
him  familiar  with  almost  every  aspect  of  the  public 
utility  business  (Tr.  928-951).  His  assignment  was  to 
pursue  his  investigation  as  he  saw  fit  and  to  arrive  at  his 
own  conclusions  in  his  own  way  ( Tr.  1419,  1444,  2662 ) . 
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I 

5.23  Subsequent  to  Coffman's  employment,  Re¬ 

spondents  engaged  Jay  Samuel  Hartt  and  E.  C.  Stone  to 
make  a  study  of  the  same  subject  (Tr.  973, 1007) .  Hartt 
is  a  consulting  engineer  and  utility  executive  who  is 
thoroughly  familiar  with  the  operations  of  the  compan¬ 
ies  in  the  Philadelphia  Company  system  because  of  pre¬ 
vious  studies  made  for  those  companies  as  a  consultant 
( Tr.  971-990 ) .  Stone  is  a  former  executive  of  some  of  the 
Respondents,  having  intimate  knowledge  of  the  opera¬ 
tions  of  the  General  Departments  which  he  acquired  in 
the  course  of  his  official  duties  as  Vice  President  and 
Director  of  Duquesne  Light,  Equitable  Auto  and  Ches- 
wick  and  Harmar  from  1938  until  his  retirement  on 
April  1,  1947  and  as  Assistant  to  the  President  of  all 
companies  in  the  Philadelphia  Company  system  from 
1931  to  1938  (Tr.  997-1007).  j 

5.24  Hartt  and  Stone  made  an  independent  review 
and  verification  of  Coffman's  study  (Tr.  974,  975,  1008r 
1011).  Based  upon  that  review,  their  own  studies  and 
their  own  knowledge  and  experience,  they  were  able  to 
form  an  independent  judgment  as  to  the  accuracy  of 
the  results  shown  in  Coffman's  study  embodied  in  Ex¬ 
hibits  P-58  to  P-70  (Tr.  995-996,  1012,  2423).  It  was 
their  independent  judgment  that  the  methods  and  pro¬ 
cedures  employed  by  Coffman  in  his  study  were  sound 
and  that  the  results  of  Coffman's  study  were  reasonably 
accurate  (Tr.  994,  995,  1011,  1012,  2320,  2481). 

i 

i 

i 

5.25  Pursuant  to  advice  from  counsel  for  the  Re¬ 
spondents  as  to  the  legal  construction  of  Section  11(b) 
(1)  of  the  Act  and  of  the  Commission's  notices  and 
orders  in  these  proceedings,  Coffman's  study  and  the 
studies  of  Hartt  and  Stone  were  made  on  the  premise 
that  the  loss  of  economies  to  be  determined  was  the  loss 
thereof  which  would  be  caused  by  a  split-up  or  segre¬ 
gation  of  the  Philadelphia  Company  holding  company 
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system  into  the  following  groups  (Tr.  2916,  2917,  3385- 
3394,1419,2662): 

(1)  the  Electric  Group,  to  consist  of  Du- 
quesne,  Steam  Heating,  and  Cheswick  and  Harmar, 

(2)  the  Gas  Group,  to  consist  of  Equitable 
Gas,  Pittsburgh  and  West  Virginia,  Kentucky-West 

!  Virginia,  Philadelphia  Oil,  and  Finleyville, 

(3)  the  Transportation  Group,  to  consist  of 
Pittsburgh  Railways,  and  Motor  Coach,  and 

(4)  the  Auxiliary  Group,  to  consist  of  Equi¬ 
table  Real  Estate. 

For  purposes  of  these  studies,  Philadelphia  Company 
was  treated  as  continuing  in  existence  as  a  holding 
company  after  segregation;  Equitable  Real  Estate  and 
the  companies  in  the  Electric  Group  were  treated  as 
continuing  to  be  owned  by  Philadelphia  Company  after 
segregation  (Tr.  2917,  3385-3394) ;  the  companies  in 
the  Gas  Group  were  treated  as  being  completely  di¬ 
vorced  from  Philadelphia  Company  after  segregation, 
although  they  were  treated  as  continuing  to  be  affiliated 
among  themselves  and  as  continuing  to  operate  as  an 
integrated  group  (Tr.  2917) ;  Pittsburgh  Railways  and 
Motor  Coach  were  treated  as  being  completely  divorced 
from  the  Philadelphia  Company  after  segregation  (Tr. 
2917 ) ;  and  Equitable  Auto  was  treated  as  being  elimi¬ 
nated  after  segregation  (Tr.  2819). 

5.26-  -  The  divorcement  from  the  Philadelphia  Com¬ 
pany  holding  company  system,  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation  Group, 
will  result  in  a  loss  of  substantial  economies  to  the  Phil¬ 
adelphia  Company  system  (Exs.  P-70  and  P-74).  Such 
a  divorcement  will  cause  a  total  increase,  in  the  annual 
operating  expenses  of  all  companies  in  the  Philadelphia 
Company  holding  company  system,  varying  from 
$1,090,596  to  $1,167,680  (Exs.  P-70  and  P-74).  These 
figures  are  derived  as  follows : 
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As  Per 

As  Per 
Hartt’s 
and 

Coffman’s 

Stone’s 

Type  of  Increase 

Study 

Study 

Increase  in  annual  payroll  for 
all  companies1  . 

$  820,653 

$  867,159 

Increase  in  annual  social  secu- 

• 

rity,  annuity,  employee  insur¬ 
ance  and  hospitalization  costs 
for  all  companies2 . 

48,676 

1 

51,154 

Increase  in  annual  space  rental 
costs  for  all  companies3 . 

97,477 

| 

102,650  j 

Increase  in  annual  “other  ex¬ 
penses”  for  all  companies4.... 

123,790 

122,061 

i 

Increase  in  annual  depreciation 
expense  and  cost  of  new 
money  for  new  equipment  for 
all  companies5  . 

i 

1 

(Not  included)  48,800  j 

Adjustment® . 

(24,144) 

Total  increase  for  all  comp  an - -  ! 

ies .  $1,090,596  $1,167,680  j 


1Coffman’s  estimate  is  $820,653,  as  shown  in  Exhibit 
P-65-1.  Hartt’s  and  Stone's  studies  increased  this  amount  by 
$46,506  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase 
of  $867,159. 

Coffman’s  estimate  is  $48,676,  as  shown  in  Exhibit  P- 

67- 1.  Hartt’s  and  Stone’s  studies  increased  this  amount  by 
$2,478  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase 
of  $51,154. 

| 

*Coffman’s  estimate  is  $97,477,  as  shown  in  Exhibit  P- 

68- 1.  Hartt’s  and  Stone’s  studies  increased  this  amount  by 
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5.27  The  divorcement  from  the  Philadelphia  Com¬ 
pany  holding  company  system,  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation  Group, 
will  result  in  a  loss  of  substantial  economies  to  the  com¬ 
panies  in  the  Electric  Group  (Exs.  P-70  and  P-74).  Such 
a  divorcement  will  cause  a  total  increase,  in  the  annual 
operating  expenses  of  the  companies  in  the  Electric 
Group,  varying  from  $479,840  to  $525,188  (Exs.  P-70 
and  P-74).  These  figures  are  derived  as  follows: 


$5,173  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of 
$102,650. 

4Coffman’s  estimate  is  $123,790,  as  shown  in  Exhibit 
P-69-1.  Hartt’s  and  Stone's  studies  decreased  this  amount  by 
$1,729  (as  shown  in  Exhibit  P-74)  to  give  a  net  total  in¬ 
crease  of  $122,061. 

5Coffman,s  estimates  did  not  include  this  item  because  of 
insufficient  time  to  make  the  necessary  study,  although  in  his 
opinion,  this  item  and  certain  others  not  included  in  his  study 
would  be  substantially  increased  as  a  result  of  segregation 
(Tr.  2919) .  In  Hartt’s  and  Stone’s  studies,  the  increase  in  this 
item  is  estimated  to  be  $48,800  as  shown  in  Exhibit  P-74. 

6Hartt’s  and  Stone’s  studies  show  an  aggregate  decrease 
of  $24,144  in  the  annual  expenses  applicable  to  the  Electric 
Group,  Equitable  Real  Estate  and  Philadelphia  Company,  if 
four  jobs  are  combined  and  maintained  in  common  by  the 
Electric  Group,  Equitable  Real  Estate  and  Philadelphia  Com¬ 
pany  (Exhibit  P-74  and  Tr.  1659  and  1664).  The  $24,144 
figure  consists  of  the  annual  expense  for  payroll,  social  secu¬ 
rity,  annuity,  employee  insurance,  hospitalization,  space 
rental,  and  “other  expenses”  which  will  be  eliminated  by  com¬ 
bining  the  four  jobs  (Tr.  1659,  1664). 
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As  Per 

As  Per 
Hartfs  and 

Coffman's 

Stone’s 

Type  of  Increase 

Study 

Study 

Increase  in  annual  payroll1 . 

$377,526 

$362,173  | 

Increase  in  annual  social  secur¬ 
ity,  annuity,  employee  insur¬ 
ance  and  hospitalization  costs2 

22,527 

j 

21,389 

Increase  in  annual  space  rental 

costs3  . 

61,312 

59,742  j 

i 

Increase  in  annual  “other  ex- 

penses”4  . 

63,823 

60,680 

Adjustment5  . 

(24,144)  | 

Total  increase  for  Electric  Group  $525,188 

$479,840®  ! 

i 

" 

1Coffman,s  estimate  is  $377,526,  as  shown  in  Exhibit 
P-66-1.  Hartt’s  and  Stone’s  studies  decreased  this  amount  by  j 
$15,353  (as  shown  in  Exhibit  P-74)  to  give  a  net  total  in¬ 
crease  of  $362,173.  j 

Coffman’s  estimate  is  $22,527,  as  shown  in  Exhibit 
P-67-1.  Hartt’s  and  Stone’s  studies  decreased  this  amount  by  j 
$1,138  (as  shown  in  Exhibit  P-74)  to  give  a  net  total  increase  j 
of  $21,389. 

3Coffman’s  estimate  is  $61,312,  as  shown  in  Exhibit 
P-68-1.  Hartt’s  and  Stone’s  studies  decreased  this  amount  by 
$1,570  (as  shown  in  Exhibit  P-74)  to  give  a  net  total  increase  j 
of  $59,742. 

I 

4Coffman’s  estimate  is  $63,823,  as  shown  in  Exhibit  j 
P-69-1.  Hartt’s  and  Stone’s  studies  decreased  this  amount  by  ! 

$3,143  (as  shown  in  Exhibit  P-74)  to  give  a  net  total  increase  I 
of  $60,680. 
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5-28  The  divorcement  from  the  Philadelphia  Com¬ 
pany  holding  company  system,  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation  Group, 
will  result  in  a  loss  of  substantial  economies  to  the  com¬ 
panies  in  the  Gas  Group  (Exs.  P-70  and  P-74).  Such  a 
divorcement  will  cause  a  total  increase,  in  the  annual 
operating  expenses  of  the  companies  in  the  Gas  Group, 
varying  from  $500,328  to  $537,687  ( Exs.  P-70  and  P-74 ) . 
These  figures  are  derived  as  follows : 


5Hartt's  and  Stone's  studies  show  an  aggregate  decrease 
of  $24,144  in  the  annual  expenses  applicable  to  the  Electric 
Group,  Equitable  Real  Estate  and  Philadelphia  Company,  if 
four  jobs  are  combined  and  maintained  in  common  by  the 
Electric  Group,  Equitable  Real  Estate  and  Philadelphia  Com¬ 
pany  (Exhibit  P-74  and  Tr.  1659,  1664).  The  $24,144  figure 
consists  of  the  annual  expense  for  payroll,  social  security,  an¬ 
nuity,  employee  insurance,  hospitalization,  space  rental  and 
"other  expenses"  which  will  be  eliminated  by  combining  the 
four  jobs  (Tr.  1659,  1664) .  Therefore,  only  a  part  of  this  de¬ 
crease  is  applicable  to  the  Electric  Group,  and  no  part  thereof 
applicable  to  the  Gas  Group  or  to  the  Transportation  Group. 

®The  figure  of  $479,840  understates  the  increase  in  ex¬ 
penses  to  the  Electric  Group  shown  in  Hartt’s  and  Stone's 
studies,  because  (a)  it  reflects  a  deduction  from  the  increased 
expenses  of  the  Electric  Group,  of  the  entire  $24,144  which 
is  shown  on  Exhibit  P-74  and  at  Tr.  1659  and  Tr.  1664  as  a 
decrease  applicable  to  Philadelphia  Company  and  Equitable 
Real  Estate  in  addition  to  the  companies  in  the  Electric  Group, 
and  (b)  does  not  reflect  any  part  of  the  $48,800  shown  on 
Exhibit  P-74  as  an  additional  increase  in  expenses  to  all 
groups,  including  the  Electric  Group. 


! 


I 

I 


i 
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Type  of  Increase 

As  Per 
Coffman’s 
Study 

As  Per  ; 
Hartt’s  and 
Stone’s  ! 
Study 

Increase  in  annual  payroll1 . 

$367,058 

$398,178 

Increase  in  annual  social  secu¬ 
rity,  annuity,  employee  insur¬ 
ance  and  hospitalization  costs2 

21,816 

i 

| 

23,697 1 

Increase  in  annual  space  rental 
costs3  . 

40,358 

43,627 

Increase  in  annual  “other  ex¬ 
penses”4 5  . 

71,096 

1 

72,185 

Total  increase  for  Gas  Group . 

$500,328 

l 

$537,687“ 

1Coffman,s  estimate  is  $367,058,  as  shown  in  Exhibit 
P-66-1.  Hartt's  and  Stone's  studies  increased  this  amount  by 
$31,120  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase 
of  $398,178. 

2Coffman’s  estimate  is  $21,816,  as  shown  in  Exhibit 
P-67-1.  Hartt’s  and  Stone's  studies  increased  this  amount  by 
$1,881  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of 
$23,697. 

3Coffman's  estimate  is  $40,358,  as  shown  in  Exhibit 
P-68-1.  Hartt's  and  Stone’s  studies  increased  this  amount  by 
$3,269  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase  Of 
$43,627. 

4Coffman’s  estimate  is  $71,096,  as  shown  in  Exhibit 
P-69-1.  Hartt's  and  Stone's  studies  increased  this  amount  by 
$1,089  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of 
$72,185.  | 

5The  figure  of  $537,687  understates  the  increase  in  Ex¬ 
penses  to  the  Gas  Group  shown  in  Hartt’s  and  Stone's  studies, 
because  it  does  not  reflect  any  part  of  the  $48,800  shown  on 
Exhibit  P-74  as  an  additional  increase  in  expenses  to  all 
groups,  including  the  Gas  Group. 
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5.29  The  divorcement  from  the  Philadelphia  Com¬ 
pany  holding  company  system  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation  Group, 
will  result  in  a  loss  of  substantial  economies  to  Equi¬ 
table  Gas  and  to  Pittsburgh  and  West  Virginia,  because 
(a)  the  principal  economies  lost  to  the  Gas  Group  upon 
segregation  consist  of  an  increase,  in  the  total  annual 
payroll  of  that  group,  varying  from  $367,058  to  $398,178, 
attributable  to  the  dissolution  of  the  General  Depart¬ 
ments  (Exs.  P-66-1  and  P-74)  and  (b)  Equitable  Gas 
and  Pittsburgh  and  West  Virginia  together  bear  96.43% 
of  that  portion  of  the  1947  payrolls  of  the  General  De¬ 
partments  which  is  borne  by  the  companies  in  the  Gas 
Group,  on  the  basis  of  the  1947  budgets  ( Tr.  3391,  3392 ) . 

5.30  The  divorcement  from  the  Philadelphia  Com¬ 
pany  holding  company  system,  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation  Group, 
will  result  in  a  loss  of  substantial  economies  to  the  com- 
pjrnies  in  the  Transportation  Group  ( Exs.  P-70  and 
P-74).  Such  a  divorcement  will  cause  a  total  increase  in 
the  annual  operating  expenses  of  the  companies  in  the 
Transportation  Group,  varying  from  $98,093  to  $134,366 
(Exs.  P-70  and  P-74).  These  figures  are  derived  as  fol¬ 
lows: 
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As  Per 
Coffman’s 

As  Per 
Hartt’s  and  j 
Stone’s  | 

Type  of  Increase 

Study 

Study 

i 

Increase  in  annual  payroll1 . 

$  84,542 

$115,281  I 

Increase  in  annual  social  secur¬ 
ity,  annuity,  employee  insur¬ 
ance  and  hospitalization  costs2 

5,255 

i 

i 

! 

j 

6,990 

Increase  in  annual  space  rental 
costs3  . 

4,919 

i 

8,393  i 

Increase  in  annual  “other  ex¬ 
penses”4 5  . 

3,377 

3,702 

Total  increase  for  Transporta¬ 
tion  Group  . 

$  98,093 

i 

i 

$134,366’ 

1Coffman,s  estimate  is  $84,542,  as  shown  in  Exhibit 
P-66-1.  Hartt’s  and  Stone’s  studies  increased  this  amount  by 
$30,739  (as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of 
$115,281. 

2Coffman’s  estimate  is  $5,255,  as  shown  in  Exhibit  P-67-1. 
Hartt’s  and  Stone’s  studies  increased  this  amount  by  $1,735 
(as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of  $6,990. 

3Coffman’s  estimate  is  $4,919,  as  shown  in  Exhibit  P-68-1. 
Hartt’s  and  Stone’s  studies  increased  this  amount  by  $3,474 
(as  shown  in  Exhibit  P-74)  to  give  a  total  increase  of  $8,39$. 

4Coffman’s  estimate  is  $3,377,  as  shown  in  Exhibit  P-69-1. 
Hartt’s  and  Stone’s  studies  increased  this  amount  by  $325  (as 
shown  in  Exhibit  P-74)  to  give  a  total  increase  of  $3,702. 

5The  figure  of  $134,366  understates  the  increase  in  ex¬ 
penses  to  the  Transportation  Group  shown  in  Hartt’s  and 
Stone’s  studies,  because  it  does  not  reflect  any  part  of  tie 
$48,800  shown  on  Exhibit  P-74  as  an  additional  increase  in 
the  expenses  to  all  groups,  including  the  Transportation 
Group. 
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5.31  The  increases  stated  in  F.  5.26,  F.  5.27,  F.  5.28, 
and  F.  5.30  are  conservative  (Tr.  2941) .  They  are  limited 
to  increases  in  expenses  resulting  from  a  loss  of  those 
economies  presently  realized  by  the  companies  in  the 
Philadelphia  Company  system  through  their  joint  op¬ 
eration  of  the  General  Departments  and  from  Equitable 
Auto's  operations  (Tr.  2920,  2925).  Moreover,  the  in¬ 
creases  stated  do  not  embrace  all  those  economies  as 
those  increases  are  limited  to  the  following  four  types 
of  expenses,  which  will  be  increased  upon  the  elimina¬ 
tion  of  the  General  Departments  and  Equitable  Auto: 

(1)  payroll,  from  Exhibits  P-66-1  and  P-74, 

(2)  social  security,  annuity,  employee  insurance 
and  hospitalization,  from  Exhibits  P-67-1  and 
P-74, 

(3)  space  rentals,  from  Exhibits  P-68-1  and  P-74, 
and 

(4)  certain  types  of  “other  expenses,”  from  Ex¬ 
hibits  P-69-1  and  P-74, 

except  as  to  the  increases  stated  in  F.  5.26,  which  in¬ 
clude  an  additional  type  of  expense,  which  will  be  in¬ 
creased  upon  the  elimination  of  the  General  Depart¬ 
ments  and  Equitable  Auto,  i.e.  depreciation  expense  and 
cost  of  money  for  new  equipment,  as  shown  in  Exhibit 
P-74. 

5.32  Because  of  the  limits  of  time  imposed  by  the 
Commission  upon  the  Respondents,  the  increases  stated 
in  F.  5.26,  F.  5.27,  F.  5.28  and  F.  5.30  were  limited  also 
to  those  losses  of  economies  which  were  capable  of  being 
readily  ascertained  within  the  time  available  (Tr.  2919) . 
The  companies  in  the  Philadelphia  Company  system  are 
now  realizing  numerous  other  types  of  economies  which 
are  substantial  and  will  be  lost  upon  segregation,  but 
their  extent  could  not  be  ascertained  in  time  for  presen¬ 
tation  at  the  hearings  in  these  proceedings  (Tr.  2919). 
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Examples  of  these  are  ( a )  the  increased  cost  of  purchas¬ 
ing  materials  and  supplies  due  to  reductions  in  quantity! 
discounts  after  segregation,  (b)  increased  costs  of  vari¬ 
ous  types  of  insurance  other  than  employee  insurance, 
and  ( c )  the  costs  incident  to  effecting  a  physical  segre¬ 
gation  of  the  companies,  arising  from  the  necessity  of 
reassigning  space,  altering  partitions,  wiring  and  tele¬ 
phones  and  moving  files  and  office  furniture  and  equip¬ 
ment  (Tr.  2919). 

5.33  Group  annuities  are  provided  for  in  a  basic 
contract  between  Philadelphia  Company  and  Equitable 
Life  Assurance  Society,  covering  all  employees  of  the 
companies  in  the  Philadelphia  Company  system,  and 
those  of  the  Trustees  of  Pittsburgh  Railways  and  Motor 
Coach  (Tr.  624).  The  premiums  on  these  annuities  are 
paid  one-half  by  the  employee  and  one-half  by  the  em¬ 
ployer-company  (Tr.  2107,  and  Duquesne’s  Annual  Re¬ 
port  for  1946,  incorporated  by  reference  Tr.  2653 ) ;  the 
estimated  cost  to  the  system  companies  for  these  annu¬ 
ities  for  1947  being  $1,029,936  (P.  Ex.  65-2,  page  7-I-2.1) . 
Likewise  the  companies  at  their  own  expense  provide 
group  insurance  for  the  benefit  of  their  several  em¬ 
ployees,  the  budget  cost  thereof  for  1947  being  $358,635 
(P.  Ex.  65-2,  page  7-I-2.1  and  Duquesne’s  Annual  Report 
for  1946,  incorporated  by  reference  Tr.  2653). 

5.34  Between  1885  and  1926  all  of  the  officers  of 

Philadelphia  Company  were  residents  of  the  Pittsburgh 
District.  The  following  table  indicates  the  number  of 
officers  of  Philadelphia  Company  who  were  residents  of 
the  Pittsburgh  District  during  the  period  from  1926  to 
1947  (Tr.  423-425) :  j 

1926  .  7  out  of  8 

1927  .  7  out  of  9 

1928  .  8  out  of  11 

1929  .  8  out  of  9 

1930-1935  incl .  9  out  of  12 


2510a  Findings  Requested  by  Philadelphia  Co. 


1936  .  8  out  of  10 

1937, 1938 .  9  out  of  11 

1939  .  10  out  of  11 

1940  .  all  were  residents 

1941  . . .  10  out  of  11 

i  1942-1947  incl .  9  out  of  10 

During  the  entire  period  from  1884  to  1942  the  chief 
executive  officers  of  Philadelphia  Company  in  each  year 
have  been  residents  of  the  Pittsburgh  District  except 
that  between  1929  and  1931,  Mr.  John  J.  O’Brien,  then 
President  of  Standard  Gas,  was  also  President  of  Phila¬ 
delphia  Company.  Likewise,  during  the  entire  period 
from  1884  to  1942,  the  Chairman  of  the  Board  of  Direc¬ 
tors  of  Philadelphia  Company  in  each  year  was  a  resi¬ 
dent  of  the  Pittsburgh  District  except  during  the  period 
from  1926  to  1934  when  Mr.  Moritz  Rosenthal  was  Chair¬ 
man  of  the  Board.  Since  1942,  Mr.  Leo  T.  Crowley,  Presi¬ 
dent  and  Chairman  of  the  Board  of  Directors  of  Stand¬ 
ard  Gas,  has  been  President  and  Chairman  of  the  Board 
of  Directors  of  Philadelphia  Company  (Tr.  372). 

5.35  The  companies  in  the  Philadelphia  Company 
system  are  efficiently  operated  ( Tr.  2321-2325 ) .  There  is 
no  excess  of  employees  anywhere  among  those  compa¬ 
nies  (Tr.  2486,  2487).  The  segregation  of  the  companies 
in  the  Philadelphia  Company  system  into  groups  will 
result  in  a  substantial  loss  in  the  efficiency  of  the  per¬ 
sonnel  (Tr.  2479-2481),  and  would  not  increase  either 
the  gas  business  or  the  electric  business  ( Tr.  2481, 2482 ) . 

5.36  Equitable  Gas  has  cooperated  with  The  Manu¬ 
facturers’  Light  and  Heat  Company  and  The  Peoples 
Natural  Gas  Company  (both  being  natural  gas  compa¬ 
nies  serving  the  Pittsburgh  district)  in  a  joint  adver¬ 
tising  campaign  on  behalf  of  all  three  companies.  The 
basic  objective  of  the  program  was  to  encourage  and 
educate  customers  of  natural  gas  in  Pittsburgh  to  use 
greater  amounts  of  natural  gas  (Tr.  604,  605,  611 ) .  Equi- 
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table  Gas  does  a  very  substantial  amount  of  other  adver¬ 
tising  in  its  own  name  (Tr.  2888,  2889) .  Equitable  Gas’s 
expenses  for  its  own  advertising  program  are  almost  j 
as  great  as  the  entire  amount  expended  by  all  companies 
for  the  joint  advertising  program;  and  Equitable  Gas 
expends  an  aggregate  amount  for  advertising  which  is  i 
greater  than  the  entire  amount  expended  in  the  joint 
advertising  program  (Tr.  2888,  2889).  Equitable  Gas 
Company  is  following  an  appliance  merchandising  pro- j 
gram  which  is  based  on  cooperation  with  independent! 
retail  dealers,  but  which  also  embraces  the  direct  sale  | 
and  promotion  of  all  kinds  of  gas  appliances.  It  is  essen- ! 
tially  the  same  type  of  program  conducted  by  The 
Peoples  Natural  Gas  Company  and  by  The  Manufactur- 1 
ers’  Light  and  Heat  Company  ( Tr.  2894,  2896 ) .  The  said  j 
other  two  gas  companies  in  Pittsburgh  are  not  associated 
with  companies  or  systems  which  have  electric  opera-  j 
tions  ( Tr.  604,  605 ) . 

j 

5.37  The  gas  utility  system  composed  of  Philadel¬ 
phia  Company,  Pittsburgh  and  West  Virginia,  and  Equi¬ 
table  Gas  cannot  be  operated  as  an  independent  system 
without  the  loss  of  substantial  economies  which  can  be 
secured  by  the  retention  of  control  by  Philadelphia  Com¬ 
pany  of  such  system  (F.  5.22-5.33). 

5.38  The  gas  utility  system  composed  of  Philadel¬ 
phia  Company,  Pittsburgh  and  West  Virginia,  and  Equi¬ 
table  Gas  is  located  in  Pennsylvania  and  the  adjoining 
state  of  West  Virginia  (F.  3.1).  The  electric  utility  sys¬ 
tem  of  Duquesne  is  located  in  Pennsylvania  ( F.  2.1 ) .  i 

! 

5.39  The  continued  combination  of  the  electric  util¬ 
ity  system  of  Duquesne  and  of  the  gas  utility  system 
comprised  of  Philadelphia  Company,  Equitable  Gas,  and 
Pittsburgh  and  West  Virginia  under  the  control  of  Phila¬ 
delphia  Company  is  not  so  large  (considering  the  state 
of  the  art  and  the  area  or  region  affected)  as  to  impair 
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the  advantages  of  localized  management,  efficient  opera¬ 
tion,  or  the  effectiveness  of  regulation  (F.  2.1-2.8,  3.1- 
3.47,5.1-5.35). 

5.40  The  integrated  gas  public  utility  system  com¬ 
prised  of  Philadelphia  Company,  Equitable  Gas,  and 
Pittsburgh  and  West  Virginia  conforms  to  the  require¬ 
ments  of  clauses  (A),  (B),and  (C)  of  Section  11(b)  (1). 

6.  The  Retainability  of  the  “Other  Businesses”  in 

the  Philadelphia  Company  System 

6.1  The  organization  and  purpose  of  Steam  Heat¬ 
ing  are  stated  in  Finding  1.11  hereof.  The  company  com¬ 
menced  operations  in  1912  with  one  plant,  having  a 
steam  capacity  of  about  3,700  pounds  per  hour,  and  with 
seventeen  customers  (Tr.  170-171).  It  now  has  three 
steam  heating  plants,  one  of  which  has  a  capacity  of 
700,000  pounds  of  steam  per  hour,  the  second  has  a 
capacity  of  650,000  pounds  per  hour  and  the  third 
has  a  capacity  of  144,000  pounds  per  hour,  making  a 
total  of  about  1,500,000  pounds  of  steam  per  hour  (Tr. 
171,  209).  The  largest  of  the  three  plants  is  located  in 
the  same  building  as  the  Stanwix  Power  Station  of 
Duquesne.  Duquesne’s  said  power  plant  is  physically 
connected  with  Steam  Heating’s  said  plant,  and  Du¬ 
quesne’s  Stanwix  plant  exhausts  steam  into  the  system 
of  Steam  Heating  (Tr.  209).  Steam  Heating  presently 
furnishes  steam  heating  service  to  various  customers  in 
the  principal  business  section  of  the  City  of  Pittsburgh, 
having  414  customers  at  the  present  time  ( Tr.  209 ) . 

6.2  The  organization  and  continued  existence  of 
Steam  Heating  has  enabled  Duquesne  to  obtain  electric 
business  from  buildings  in  the  principal  business  section 
of  Pittsburgh  which  Duquesne  would  not  otherwise  have 
been  able  to  obtain  because,  so  long  as  those  buildings 
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were  furnishing  their  own  heat,  it  was  more  economical 
for  them  to  supply  their  own  electric  service  (Tr.  219). 

6.3  Steam  Heating  is  subject  to  the  jurisdiction  of 
the  Pennsylvania  Public  Utility  Commission  in  sub¬ 
stantially  the  same  respects  as  stated  with  respect  to  j 
Duquesne  in  Finding  2.6  hereof  (Tr.  297,  523) . 

6.4  The  franchise  from  the  City  of  Pittsburgh  to 
Steam  Heating  for  the  construction  and  operation  of  j 
pipes  in  the  streets  of  Pittsburgh  was  a  term  franchise  j 
running  to  1940.  At  the  end  of  the  term  the  City  of  Pitts-  j 
burgh  was  given  the  power  to  buy  the  property  of  Steam  j 
Heating  either  at  a  price  to  be  agreed  upon  between  the 
parties,  or,  failing  an  agreement,  at  a  price  to  be  fixed  ] 
by  appraisal  as  provided  in  the  franchise.  The  City  of  j 
Pittsburgh  has  not  exercised  its  option,  and  therefore! 
the  franchise  is  presently  in  force  and  effect  and  will  so  j 
remain  until  the  option  is  so  exercised  (Tr.  522). 

6.5  The  organization  of  Cheswick  and  Harmar,  the 

acquisition  by  Philadelphia  Company  of  stock  control 
thereof,  and  the  purpose  of  such  acquisition  are  stated 
in  Finding  1.13  hereof.  Cheswick  and  Harmar  operates 
a  steam  railroad  extending  from  the  mouth  of  Duquesne’s 
Harwick  Mine  for  1%  miles  to  Duquesne’s  Colfax  Power 
Plant.  With  the  exception  of  one  or  two  other  customers 
for  whom  it  transports  sand,  all  of  the  business  of  Ches¬ 
wick  and  Harmar  consists  of  the  transportation  of  coal 
from  the  Harwick  Mine  to  the  Colfax  Power  Plant  (Tr.| 
207-210).  Cheswick  and  Harmar  is  subject  to  the  juris¬ 
diction  of  both  the  Pennsylvania  Public  Utility  Com¬ 
mission  and  the  Interstate  Commerce  Commission  (Tr. 
299).  ! 

6.6  The  organization  and  purpose  of  incorporation 
of  Philadelphia  Oil  are  stated  in  Finding  1.12  hereof.! 
Under  an  agreement  between  Philadelphia  Oil  and  the 
gas  companies  in  the  Philadelphia  Company  system,  any 
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oil  wells  developed  by  the  gas  companies  have  been  and 
are  turned  over  to  Philadelphia  Oil  at  cost,  and  any  gas 
wells  discovered  by  Philadelphia  Oil  in  exploring  for  oil 
have  been  and  are  turned  over  to  one  of  the  gas  com¬ 
panies  at  cost  (Tr.  171,  172,  199).  At  the  present  time 
Philadelphia  Oil’s  operations  are  confined  entirely  to  the 
State  of  West  Virginia,  and  with  the  exception  of  one 
natural  gas  well  which  Philadelphia  Oil  has  not  yet  com¬ 
pletely  disposed  of,  the  operations  of  Philadelphia  Oil 
are  confined  entirely  to  oil  wells. 

6.7  Philadelphia  Oil  is  not  a  public  utility  company 
within  the  meaning  of  the  Act.  Philadelphia  Oil  is  not 
directly  subject  to  the  jurisdiction  of  any  regulatory 
body;  however,  any  important  transaction  between 
Philadelphia  Oil  and  the  gas  utility  companies  in  the 
Philadelphia  Company  system  ( such  as  sales  of  gas  wells 
and  purchases  of  oil  wells )  are  subject  to  regulation  by 
reason  of  the  jurisdiction  of  the  proper  state  regulatory 
commission  over  the  gas  utility  companies  engaging  in 
the  transaction  (Tr.  299-300). 

6.8  The  organization  and  purpose  of  incorporation 
of  Finleyville  are  stated  in  Finding  1.16  hereof.  Finley- 
ville  is  a  small  gas  producing  company  operating  close 
to  Pittsburgh,  which  sells  all  of  its  production  to  Equi¬ 
table  Gas  (Tr.  163  and  199).  As  of  December  31,  1946 
Finleyville  had  estimated  reserves  of  2,300,000  mcf  ( Tr. 
3367).  Two  of  the  wells  owned  by  Finleyville  comprise 
an  essential  part  of  one  of  the  storage  pools  of  Equitable 
Gas  (Tr.  3361).  Finleyville  has  some  retail  distribution 
lines ;  its  gas  sales  on  these  lines  have  more  than  doubled 
between  1940  and  1946,  and  the  area  served  gives  promise 
of  further  development  (Tr.  3369,  3370).  As  of  Decem¬ 
ber  31,  1946,  Finleyville  was  indebted  to  Equitable  Gas 
in  the  amount  of  $631,887,  representing  advance  pay¬ 
ments  for  gas  yet  to  be  delivered  (P.  Ex.  78),  and  all 
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gas  being  presently  delivered  by  Finleyville  to  Equitable  j 
Gas  is  credited  against  this  indebtedness  (Tr.  3370). 

6.9  Finleyville,  by  reason  of  the  small  amount  of 

its  retail  sales  of  gas,  is  not  a  public  utility  company 
under  the  rules  of  the  Commission  promulgated  under  ! 
the  Act  (Tr.  199).  Finleyville  is  not  directly  subject  to| 
the  jurisdiction  of  any  regulatory  body;  however,  under 
the  provisions  of  the  regulatory  laws  of  the  various 
states,  any  important  transaction  between  Finleyville 
and  any  utility  company  in  the  Philadelphia  Company 
system  is  regulated  by  reason  of  the  jurisdiction  of  the 
state  regulatory  commission  over  the  utility  company 
(Tr.  299,  300).  j 

6.10  Kentucky-West  Virginia  is  a  West  Virginia 
corporation  organized  in  1926  under  the  name  of  Pitts¬ 
burgh  and  West  Virginia  Pipeline  Company,  its  name 
being  changed  to  its  present  name  in  1927.  The  circum¬ 
stances  surrounding  its  incorporation  are  stated  in  Find¬ 
ing  6.11  hereof. 

i 

6.11  In  the  period  from  1920  to  1925  a  scare  devel¬ 
oped  as  to  the  adequacy  of  gas  reserves.  In  an  effort  tb 
bolster  the  supply  of  gas  required  to  serve  the  customer^ 
of  Equitable  Gas,  Philadelphia  Company  caused  surveys 
to  be  made  of  gas  fields  in  more  distant  areas,  and  deter¬ 
mined  that  the  Big  Sandy  pool  in  eastern  Kentucky  ( then 
in  a  very  early  stage  of  development)  gave  the  greatest 
promise  of  gas  production  in  substantial  quantities  at 
a  point  within  a  reasonable  distance  of  the  Pittsburgh 
district.  Thereupon  in  1926,  Philadelphia  Company,  in 
collaboration  with  Standard  Gas  caused  to  be  acquired 
substantial  gas  producing  properties  in  the  Big  Sandy 
pool.  Meanwhile  an  affiliate,  Louisville  Gas  and  Electric 
Company,  had  engaged  in  some  development  work  in  the 
same  area.  It  was  then  determined  that  the  interests  of 
both  companies  would  be  best  served  by  pooling  the  in¬ 
terests  of  the  Louisville  Company  and  of  the  Philadel- 
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phia  Company  in  the  Big  Sandy  pool.  This  resulted  in 
the  formation  of  Kentucky-West  Virginia,  to  which  all 
the  properties  of  both  companies  were  conveyed,  opera¬ 
tions  being  commenced  in  1927.  The  production  from  this 
field  has  more  than  measured  up  to  the  predictions  of 
the  geologists  with  the  result  that  Equitable  Gas  has 
available  today  a  very  substantial  supply  of  natural  gas 
which  is  controlled  by  Philadelphia  Company  (Tr.  159  to 
162;  489  to  493). 

6.12  Kentucky-West  Virginia  presently  owns  in  fee 
in  eastern  Kentucky  over  800,000  acres  of  gas  rights  and 
it  has  under  lease  about  180,000  acres  of  gas-producing 
property  (Tr.  161, 196-7). 

6.13  Kentucky-West  Virginia  is  a  natural  gas  pro¬ 
ducing  company  operating  in  the  eastern  part  of  Ken¬ 
tucky.  It  sells  about  80%  of  its  production  to  Pittsburgh 
and  West  Virginia  and  about  16%  to  Louisville  Gas  and 
Electric  Company  (Tr.  195-6 ) .  The  remainder  of  its  sales 
are  in  relatively  small  quantities  to  municipalities,  in¬ 
dustries  and  a  few  individual  customers  (Tr.  196). 

6.14  Kentucky-West  Virginia,  by  reason  of  the 
small  amount  of  its  retail  sales  of  gas,  is  not  a  public 
utility  company  under  the  rules  of  the  Commission  pro¬ 
mulgated  under  the  Act  (Tr.  194, 198, 199) . 

6.15  The  gas  sold  to  Pittsburgh  and  West  Virginia 
is  delivered  to  Warfield  Natural  Gas  Company  in  Ken¬ 
tucky  (Tr.  196)  under  and  pursuant  to  the  exchange 
agreement  mentioned  in  Finding  3.31  hereof,  and  the  gas 
sold  to  Louisville  Gas  and  Electric  Company  is  delivered 
into  that  company’s  pipeline  which  runs  from  the  City 
of  Louisville  to  eastern  Kentucky. 

6.16  The  rate  charged  by  Kentucky-West  Virginia 
for  gas  sold  to  Pittsburgh  and  West  Virginia  is  the  same 
as  that  charged  for  gas  sold  to  Louisville  Gas  and  Elec- 


I 
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trie  Company,  both  rates  being  prescribed  by  contracts  j 
which  have  been  in  effect  since  November  8,  1937  and 
expire  the  latter  part  of  1947  (P.  Exs.  13  and  14,  Tr.  j 
266 ) .  The  rate  in  each  instance  is  a  combination  demand 
block-type  rate,  providing  for  an  annual  demand  charge  j 
and  an  additional  commodity  charge  (Tr.  266,  3435) .  In 
the  year  1946  the  average  rate  paid  by  Pittsburgh  and  j 
West  Virginia  was  15.64^  per  mef  as  compared  with  the  | 
average  rate  paid  by  the  Louisville  Gas  and  Electric  Com-  i 
pany  for  the  same  year  of  18.53^  per  mef  (Tr.  266-267) .  j 
The  difference  in  the  average  rate  charged  these  two  j 
customers  is  due  to  the  fact  that  Pittsburgh  and  West  j 
Virginia,  by  reason  of  the  storage  pools  owned  by  it  and  j 
by  Equitable  Gas,  does  not  cut  back  its  takings  of  gas  ! 
from  Kentucky  during  the  summer  months,  and  there¬ 
fore  it  has  a  very  favorable  load  factor  which  reduces 
the  impact  of  the  demand  charge.  The  Louisville  Com¬ 
pany  does  curtail  very  substantially  its  takings  of  gas 
from  Kentucky-West  Virginia  during  the  summer  months 
(Tr.  267,  3436). 

I 

6.17  The  rate  charged  by  Kentucky-West  Virginia 

to  Pittsburgh  and  West  Virginia  is  the  subject  of  litiga¬ 
tion  now  pending  before  the  Federal  Power  Commission 
(Tr.  268,  662-664).  j 

6.18  The  rate  agreement  between  Kentucky-West 
Virginia  and  Pittsburgh  and  West  Virginia  will  expire 
on  November  30,  1947  and  it  is  expected  that  this  con¬ 
tract  will  be  renewed  on  substantially  the  same  terms 
as  the  present  contract  (Tr.  559),  subject,  however,  to 
any  adverse  order  which  may  be  entered  by  the  Federal 
Power  Commission  in  the  rate  litigation  mentioned  in 
Findings  3.34  and  6.17  hereof. 

| 

6.19  There  is  no  way  of  comparing  the  price  paid 
by  Equitable  Gas  for  gas  delivered  by  Pittsburgh  and 
West  Virginia  at  the  state  line  with  the  price  paid  by 
The  Manufacturers  Light  and  Heat  Company  for  simi- 
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lar  gas,  because  The  Manufacturers’  Light  and  Heat 
Company  purchases  a  substantial  portion  of  its  gas  from 
its  affiliate,  United  Fuel  Gas  Company,  in  West  Virginia 
(Tr.  3356).  However,  Pittsburgh  and  West  Virginia  re¬ 
ceives  exchange  gas  under  the  exchange  agreement  men¬ 
tioned  in  Finding  3.31  hereof  in  the  vicinity  of  the  points 
where  The  Manufacturers’  Light  and  Heat  Company 
obtains  delivery  of  its  gas.  In  1946  The  Manufacturers’ 
Light  and  Heat  Company  purchased  29,165,595  mcf  from 
United  Fuel  Gas  Company  at  an  average  rate  of  22.5^ 
per  mcf.  In  the  same  year  Pittsburgh  and  West  Virginia 
purchased  23,118,169  mcf  from  Kentucky-West  Virginia, 
delivered  into  Pittsburgh  and  West  Virginia’s  mains  at 
an  average  rate  of  19.488^  ( Tr.  3357 ) .  The  rate  charged 
by  United  Fuel  Gas  Company  for  gas  sold  to  The  Manu¬ 
facturers’  Light  and  Heat  Company  was  reduced  by  the 
Federal  Power  Commission  in  October  1946.  Under  the 
reduced  rates,  the  price  paid  by  The  Manufacturers’ 
Light  and  Heat  Company  for  gas  purchased  from  United 
Fuel  Gas  Company  during  the  first  five  months  of  1947 
averaged  21.01?  per  mcf  (Tr.  3357-3358). 

6.20  Kentucky-West  Virginia  is  subject  to  the  jur¬ 
isdiction  of  the  Public  Service  Commission  of  Kentucky 
as  to  rates,  service  facilities,  accounting  practices  and 
issuance  of  securities  and  other  matters  affecting  the 
operations  of  the  company.  It  is  also  subject  to  the  juris¬ 
diction  of  the  Federal  Power  Commission  as  to  rates  and 
other  matters  specified  in  the  provisions  of  the  Natural 
Gas  Act  (Tr.  285-295,  296). 

6.21  As  of  December  31,  1946,  the  total  estimated 
remaining  gas  reserves  of  the  gas  companies  in  the 
Philadelphia  Company  system  were  as  follows  (Tr.  2568- 
2569) : 

Equitable  Gas — 37,412,809  mcf 

Pittsburgh  and  West  Virginia — 148,047,112  mcf 

Kentucky-West  Virginia — 787,464,145  mcf 
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The  estimated  life  of  the  reserves  of  Kentucky-West  Vir¬ 
ginia,  in  the  light  of  the  anticipated  demand  of  its  cus¬ 
tomers  is  between  30  and  35  years  (Tr.  196,  482,  483). j 
This  estimate  gives  effect  to  the  estimated  depletion  in 
the  Pennsylvania  and  West  Virginia  fields  and  the  ensu¬ 
ing  greater  demand  which  Equitable  Gas  and  Pittsburgh  | 
and  West  Virginia  will  make  upon  Kentucky-West  Vir¬ 
ginia  for  a  gas  supply  ( Tr.  483-484 ) ,  as  well  as  to  the 
future  demands  of  Louisville  Gas  and  Electric  Company 
(Tr.  484).  | 

6.22  Equitable  Gas,  as  the  distributor  of  natural! 
gas,  and  Pittsburgh  and  West  Virginia,  as  the  transmis¬ 
sion  company  for  natural  gas,  are  dependent  upon  Ken¬ 
tucky-West  Virginia  for  an  adequate  gas  supply.  There! 
is  no  supply  of  gas  adequate  to  meet  the  needs  of  these 
two  companies  which  could  be  obtained  from  any  other! 
known  source  at  a  price  which  these  two  companies! 
could  afford  to  pay  (Tr.  197).  The  control  of  the  gas| 
supply  represented  by  the  reserves  of  Kentucky-West! 
Virginia  has  a  very  material  impact  upon  the  value  of 
the  distribution  properties  of  Equitable  Gas,  for  the 
reason  that,  if  that  supply  of  gas  were  not  under  com¬ 
mon  control,  the  supply  situation  of  Equitable  Gas 
would  be  precarious  (Tr.  198). 

! 

6.23  The  organization  and  purpose  of  incorporation 
of  Equitable  Auto  are  stated  in  Finding  1.14  hereof. 
Equitable  Auto  maintains,  and  in  some  instances  super¬ 
vises  the  use  of  automotive  equipment  for  the  various 
companies  in  the  Philadelphia  Company  system  and 
for  the  Trustees  of  Pittsburgh  Railways  and  Motor 
Coach.  It  also  owns  and  leases  certain  automotive  equip¬ 
ment  to  those  companies  and  to  the  Trustees.  For 
example,  Equitable  Auto  maintains  and  repairs  the 
fleet  of  motor  buses  operated  by  the  Trustees  of  Motor 
Coach,  and  maintains  and  repairs  all  special  truck 
equipment  used  by  the  companies  in  the  Philadelphia 
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Company  system,  such  as  the  special  equipment  used 
by  Duquesne  in  setting  poles,  and  special  equipment 
used  by  Pittsburgh  Railways  in  maintenance  of  its  track 
and  overhead  system.  Where  certain  equipment  can  be 
utilized  in  more  than  one  company  in  the  group,  Equi¬ 
table  Auto  owns  and  maintains  the  equipment  for  those 
companies,  as  for  example,  the  cars  which  are  used  to 
read  electric  and  gas  meters  on  the  same  premises. 
There  are  many  instances  where  a  home  has  both  an 
electric  and  a  gas  meter  (see  F.  3.9  hereof).  Instead  of 
Duquesne  and  Equitable  Gas  each  having  its  own  auto¬ 
motive  equipment  for  the  reading  of  meters,  one  meter 
reader,  using  a  car  of  the  Equitable  Auto,  reads  both 
meters  (Tr.  211,  212). 

6J24  Equitable  Auto  is  a  registered  service  com¬ 
pany  approved  by  the  Commission,  File  No.  37-34  (Tr. 
211,  298).  The  services  of  Equitable  Auto  are  furnished 
to  the  companies  in  the  Philadelphia  Company  system 
and  to  the  Trustees  of  Pittsburgh  Railways  Company 
and  the  Pittsburgh  Motor  Coach  Company  at  cost,  the 
cost  including  a  return  on  capital  profitably  employed 
in  accordance  with  the  standards  of  the  Commission 
(Tr.  212,  298).  During  the  period  from  January  1, 1947 
through  May,  1947,  the  number  of  employees  of  Equi¬ 
table  Auto  Company  varied  from  241  to  252  (Tr.  2923). 

6.25  Equitable  Auto  is  subject  to  the  jurisdiction 
of  the  Pennsylvania  Public  Utility  Commission  as  a  con¬ 
tract  carrier  (Tr.  298). 

6.26  The  organization  and  purpose  of  incorporation 
of  Equitable  Real  Estate  are  stated  in  Finding  1.15 
hereof.  Equitable  Real  Estate  owns  various  real  prop¬ 
erties  which  are  maintained  singly  or  jointly  for  the 
use  of  various  companies  in  the  Philadelphia  Company 
system  (Tr.  212).  The  principal  property  owned  is  the 
Central  Office  Building  (sometimes  known  as  the  Cen- 
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tral  Building)  located  at  435  Sixth  Avenue,  which  is  ! 
occupied  by  Philadelphia  Company  and  its  subsidiaries  j 
and  by  the  Trustees  of  Pittsburgh  Railways  and  the  j 
Pittsburgh  Motor  Coach  Company  as  their  respective  j 
central  office  headquarters  (Tr.  173,  212).  The  other  | 
main  property  owned  by  Equitable  Real  Estate  is  the  j 
Lexington  Avenue  garage  in  Pittsburgh,  which  serves ! 
as  the  main  garage  of  Pittsburgh  Motor  Coach  Com¬ 
pany  and  the  main  headquarters  of  Equitable  Auto.  The  j 
majority  of  other  properties  owned  by  Equitable  Real! 
Estate  are  leased  to  the  subsidiaries  of  Philadelphia! 
Company  or  to  the  Trustees  of  Pittsburgh  Railways  or 
of  the  Pittsburgh  Motor  Coach  Company.  Equitable 
Real  Estate  also  operates  the  Duquesne  Building  in 
Pittsburgh,  which  building  is  owned  by  Duquesne  (Tr. 
518).  | 

I 

6.27  The  rents  charged  by  Equitable  Real  Estate 

to  other  system  companies  for  space  occupied  in  the 
Central  Building  are  designed  to  cover  operating  ex* 
penses  and  provide  a  return  of  approximately  5%  of 
the  net  book  value  of  property  and  equipment  exclusive 
of  working  capital  (Tr.  2907,  2908).  The  rents  charged 
by  Equitable  Real  Estate  ( after  giving  effect  to  services 
not  furnished  by  other  landlords)  are  lower  than  rents 
charged  by  non-affiliates  for  comparable  space  in  other 
buildings  (Tr.  3178).  J 

•  •  l 

6.28  Equitable  Real  Estate  is  not  directly  subject 

to  the  jurisdiction  of  any  regulatory  body.  However, 
under  the  provisions  of  the  regulatory  laws  of  the  vari¬ 
ous  states,  any  important  transaction  between  Equi¬ 
table  Real  Estate  and  the  utility  companies  in  the 
Philadelphia  Company  system,  such  as  charges  for  rent 
by  Equitable  Real  Estate  to  such  utility  companies,  is 
regulated  by  reason  of  the  jurisdiction  of  the  respective 
state  regulatory  commissions  over  such  utility  com¬ 
panies  (Tr.  299,  300)  1 
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(*29  The  acquisition  by  Philadelphia  Company  in 
1899  of  stock  control  of  United  Traction  ( a  street  rail¬ 
way  company)  is  stated  in  Finding  1.3  hereof. 

(L30  Street  railway  operations  in  Pittsburgh  began 
about  1859  and  were  confined  to  horse-cars  until  about 
1888  when  the  installation  of  cable  cars  was  begun.  In 
1890  electrification  of  the  street  railways  of  Pittsburgh 
was  commenced.  The  greatest  period  of  expansion  in 
terms  of  miles  of  track  operated  occurred  between  1890 
and  1896  when  trackage  operated  increased  from  about 
87  to  about  337  miles  of  single  track  ( Tr.  145 ) . 

6^1  In  1899  there  were  six  separate  and  independ¬ 
ent  street  railway  systems  operating  in  the  Pittsburgh 
district,  made  up  of  80  or  81  separate  companies.  The 
three  major  systems  were  (Tr.  147) : 

(a)  The  system  operated  by  Pittsburgh  Rail¬ 
ways  (then  known  as  the  Southern  Traction  Com¬ 
pany)  operating  in  the  South  Side  and  West  End 
sections  of  Pittsburgh  (Tr.  147) ; 

(b)  The  system  operated  by  United  Traction, 
operating  in  the  area  between  the  Ohio  River  on 
the  west  and  the  Allegheny  River  on  the  east  ( Tr. 
144 ) ;  and 

( c )  The  system  operated  by  Consolidated 
Traction,  operating  in  the  territory  extending  from 
the  downtown  triangle  area  of  Pittsburgh  east- 
wardly  between  the  Allegheny  and  Monongahela 
Rivers. 

In.  addition,  there  were  three  other  smaller  but  never¬ 
theless  important  systems,  viz.  (Tr.  147,  148) : 

(d)  The  system  operated  by  Monongahela 
Railway,  operating  in  the  territory  to  the  east  of 
the  Consolidated  Traction  system  and  serving  the 
highly  industrialized  area  known  as  the  Turtle 
Creek  Valley; 
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(e)  The  system  operated  by  Birmingham,  op¬ 
erating  through  the  Knoxville  area  and  a  part  of 
the  South  Hills  section,  and  having  trackage  agree¬ 
ments  in  the  downtown  area  of  Pittsburgh ;  and 

(f )  The  system  operated  by  Suburban,  which; 
operated  in  the  Carrick  area,  in  portions  of  the 
South  Side,  and  having  trackage  agreements  in  the 
downtown  area  of  Pittsburgh. 

j 

These  six  systems  in  1899  were  operated  as  distinct  and 
separate  systems,  with  no  coordination  between  them, 
with  different  fare  systems,  with  no  through  routes  and 
no  exchange  of  transfer  privileges  (Tr.  149).  While  the 
six  street  railway  systems  together  covered  a  substan¬ 
tial  part  of  the  Pittsburgh  area,  yet  electrification  of 
the  six  systems  had  been  progressing  for  only  nine 
years,  the  rolling  stock  was  in  a  relatively  primitive 
state,  and  there  was  no  unification  of  the  six  systems 
into  a  single  system,  thereby  entailing  considerable 
inconvenience  to  the  public  in  traveling  from  one  part 
of  the  city  to  the  other  ( Tr.  145,  146 ) . 

6.32  In  1901  Philadelphia  Company  (then  having 
stock  control  of  United  Traction — see  F.  1.3)  acquired 
stock  control  of  the  Consolidated  Traction  system  and 
of  the  Pittsburgh  Railways  (then  known  as  the  South¬ 
ern  Traction)  system,  thereby  obtaining  control  of  the 
three  major  traction  systems  in  the  Pittsburgh  district 
(Tr.  149,  150).  In  1902,  through  the  efforts  of  Phila¬ 
delphia  Company,  unification  of  the  street  railway  sys¬ 
tems  in  Pittsburgh  was  accomplished  by  means  of  the 
following  steps  (Tr.  151,  152) : 

(a)  Monongahela  Railway  and  Suburban 
leased  their  properties  for  900  years  to  Consoli¬ 
dated  Traction  (Monongahela  Ex.  1  and  Suburban 
Ex.  2),  and  Birmingham  leased  its  properties  for 
900  years  to  United  Traction  ( Birmingham  Ex.  1 ) . 
In  each  instance,  Philadelphia  Company  guaranteed 
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the  prompt  payment  of  the  rental  and  the  faithful 
performance  by  the  lessee  of  the  covenants  of  the 
lease. 

(b)  Consolidated  Traction  and  United  Trac¬ 
tion  (their  systems  being  enlarged  by  the  said 
leases)  then  made  operating  agreements  with  Pitts¬ 
burgh  Railways,  giving  the  latter  company  the 
right  to  operate  all  the  properties  of  Consolidated 
Traction  and  United  Traction.  Under  these  oper¬ 
ating  agreements,  Pittsburgh  Railways  assumed 
and  agreed  to  pay  all  rentals  which  Consolidated 
Traction  or  United  Traction  were  obligated  to  pay 
under  the  said  leases  (C.  Ex.  A-9  p.  46). 

The  unification  of  the  street  railways  system  was  made 
possible  by  the  control  by  Philadelphia  Company  of  the 
Consolidated  Traction,  United  Traction  and  Pittsburgh 
Railways  systems  and  by  the  guarantee  by  Philadelphia 
Company  of  the  covenants  of  the  Monongahela  Railway, 
Suburban  and  “Birmingham  leases,  and  without  such 
control  and  such  guarantees  the  unification  of  the  street 
railways  system  would  not  have  been  possible  (Tr. 
151,  152). 

6JS3  As  a  result  of  the  unification  of  the  street  rail¬ 
ways  systems,  Pittsburgh  Railways  then  provided  ( and 
has  since  continued  to  provide)  service  over  the  tracks 
of  the  six  separate  systems  as  if  the  properties  of  all 
six  systems  had  been  owned  by  Pittsburgh  Railways, 
with  the  result  that  through  routes  were  provided, 
physical  transfers  were  almost  entirely  eliminated, 
transfer  privileges  were  established,  separate  fare  sys¬ 
tems  were  abolished,  and  eventually  a  flat  or  zone  sys¬ 
tem  of  fare  was  installed  (Tr.  153). 

6-34  The  public  interest  of  the  citizens  of  Pitts¬ 
burgh  makes  it  imperative  that  the  street  railway  op¬ 
erations  in  Pittsburgh  be  conducted  on  a  unified  basis; 
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this  public  interest  is  served  and  was  made  possible 
by  the  activities  of  Philadelphia  Company  mentioned 
in  Findings  6.32  and  6.33  in  the  period  from  1899  to 
1902  (Tr.  152). 

6.35  Since  the  unification  of  the  street  railway  sys- ; 
tern  in  1902,  about  40  miles  of  track  in  the  City  of  Pitts¬ 
burgh  and  about  50  miles  of  interurban  track  have  been 
added  to  the  Pittsburgh  Railways  traction  system  (Tr.  j 
163,  164),  the  number  of  companies  in  the  railway 
system  has  been  reduced  from  81  in  1899  to  two  oper¬ 
ating  companies  and  53  other  companies  ( including 
Motor  Coach,  organized  in  1925)  (Tr.  164). 

i 

6.36  Pittsburgh  Railways  does  not  engage  in  any 
operations  at  the  present  time  because  of  the  appoint¬ 
ment  of  trustees  in  reorganization  for  such  company  | 
on  June  14, 1938 — see  Finding  6.43  hereof.  The  Trustees 
of  Pittsburgh  Railways  ( and  prior  to  their  appointment, 
Pittsburgh  Railways)  operate  a  unified  street  railway! 
system  in  the  City  of  Pittsburgh  and  adjoining  com-! 
munities  providing  a  passenger  service  by  means  of! 
electric  railway  cars  and  a  limited  amount  of  freight! 
service  over  its  interurban  line  from  Pittsburgh  to 
points  in  Washington  County,  Pennsylvania  (Tr.  200, 
300,  301).  In  the  operation  of  its  system,  Pittsburgh 
Railways  utilizes  the  properties  and  franchises  of  52 
separate  companies.  Pittsburgh  Railways  operates  the 
properties  and  franchises  of  all  the  companies  whose 
properties  comprise  the  railway  system  pursuant  to 
lease,  operating  agreement  or  stock  ownership,  and  the 
operation  of  cars  over  the  tracks  of  all  such  companies 
is  pursuant  to  express  statutory  authority  from  the 
Commonwealth  of  Pennsylvania  (Tr.  273,  274).  The 
system  consists  of  about  500  miles  of  single  track  and 
serves  83  communities  in  Allegheny  and  Washington 
Counties,  having  an  aggregate  population  of  about 
1,300,000  persons  (Tr.  200,  201).  At  the  end  of  1946, 
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Pittsburgh  Railways  had  543.51  miles  of  track,  14  car 
houses,  1  car  shop,  1,182  passenger  cars  and  74  work 
and  service  cars.  During  1946  the  maximum  daily  load 
of  passengers  carried  by  Pittsburgh  Railways  was 
1,069,000.  During  that  year,  car  miles  operated  were 
36,461,822,  car  hours  operated  were  3,659,301,  and 
250,933,940  revenue  passengers  were  carried  (Philadel¬ 
phia  Company  Annual  Report  for  1946,  incorporated 
by  reference:  Tr.  2653). 

(L37  Pittsburgh  Railways,  prior  to  the  appointment 
of  the  Trustees,  played  an  important  part  in  the  de¬ 
velopment  of  the  present  modern  rolling  stock  of  the 
Pittsburgh  street  railway  system.  It  developed  the  first 
low-floor,  light-weight,  center-door  type  of  street  car, 
which  effected  a  savings  of  about  $200,000  per  year 
in  power  costs  (Tr.  201) ;  after  the  development  of  this 
car,  it  modernized  its  equipment  by  re-winding  the  mo¬ 
tors  of  all  these  cars,  producing  a  higher  speed  car, 
capable  of  accelerating  and  decelerating  at  a  much  more 
rapid  rate  than  previously  ( Tr.  202 ) .  Later  Pittsburgh 
Railways,  with  some  of  the  other  principal  traction 
systems  of  the  United  States,  formed  a  committee  which 
was  responsible  for  the  development  of  the  modern 
streamlined  car  known  as  the  PCC  ( or  President's  Con¬ 
ference  Committee)  car.  Pittsburgh  Railways  today 
has  the  largest  fleet  of  PCC  cars  being  operated  in  any 
city  of  the  United  States,  there  being  in  operation  on 
the  system  at  the  present  time  over  500  PCC  cars  (Tr. 
202,  3143,  3144;  P.  Ex.  97,  Chart  21).  Pittsburgh  Rail¬ 
ways  was  the  first  major  traction  system  in  the  country 
to  change  to  100%  one-man  car  operation,  thereby  ma¬ 
terially  reducing  the  costs  of  operation,  of  which  the 
largest  element  of  cost  is  the  cost  of  employees  who 
actually  man  the  cars  ( Tr.  203 ) . 

6J58  Pittsburgh  Railways  derives  its  power  from 
Duquesne,  Duquesne’s  gross  revenue  from  Pittsburgh 


T 


Findings  Requested  by  Philadelphia  Co.  2527a 

| 

Railways  for  1946  exceeding  $1,750,000  (Tr.  203).  The 
rate  charged  for  power  was  originally  fixed  in  a  con-; 
tract  between  Duquesne  and  Pittsburgh  Railways,  dated 
as  of  January  1,  1913  (Tr.  3398,  3400,  3415,  3416),; 
which  contract  was  duly  filed  with  the  Public  Service 
Commission  of  Pennsylvania  in  1913  shortly  after  the 
organization  of  that  commission.  The  rate  fixed  by  said 
contract,  which  is  the  same  as  that  fixed  in  Duquesne’s 
present  schedule  of  rates  (P.  Ex.  8,  Schedule  J;  Tr.  237; 
238 ) ,  was  the  subject  of  an  investigation  by  a  bi-parti- 
san  board,  known  as  the  Traction  Conference  Board, 
a  majority  of  the  members  of  which  were  representa¬ 
tives  of  the  municipalities  served  by  the  Pittsburgh 
Railways  Company.  In  its  investigation  the  Traction 
Conference  Board  compared  the  rate  with  the  rates  paid 
by  comparable  street  railway  companies  for  electric 
energy.  The  Board  concluded  that  the  rate  was  fair  and 
reasonable  (Tr.  3398-3399). 

6.39  The  rates  charged  for  transportation  over  the 

lines  of  the  Pittsburgh  Railways  system  compare  favor¬ 
ably  with  rates  charged  in  other  cities  in  Pennsylvania 
(Tr.  278,  279;  P.  Ex.  16).  There  is  no  pending  litigation 
affecting  the  rates  of  Pittsburgh  Railways  (Tr.  642, 
643).  | 

6.40  Pittsburgh  Railways  is  subject  to  the  juris¬ 
diction  of  the  Pennsylvania  Public  Utility  Commissioli 
as  to  rates,  service,  facilities,  issuance  of  securities, 
accounting  practices,  transactions  with  affiliated  com¬ 
panies,  etc.  The  jurisdiction  of  the  State  Commission 
is  complete  and  comprehensive,  covering  all  matters 
affecting  the  company’s  operations,  which  it  is  neces¬ 
sary  to  regulate  in  order  to  insure  that  Pittsburgh  Rail¬ 
ways  is  rendering  the  best  possible  service  at  the  mogt 
reasonable  rates  (Tr.  297). 

i 

6.41  Philadelphia  Transportation  Company,  oper¬ 
ating  the  street  car  system  in  the  City  of  Philadelphia, 

;  i 

i 


I 
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is  the  only  company  in  Pennsylvania  comparable  to 
Pittsburgh  Railways.  Both  companies  are  essentially 
traction  companies  in  that  they  derive  the  major  por¬ 
tion  of  their  revenue  from  the  operation  of  street  rail¬ 
way  cars,  both  operate  within  Pennsylvania  and  both 
are  subject  to  the  same  state  regulation.  Other  traction 
systems  are  not  comparable  because  of  the  diverging 
situations  such  as  the  predominance  of  motor  coach 
operations,  etc.  (Tr.  3122,  3123).  As  to  trend  of  passen¬ 
gers  carried,  stated  in  relatives,  the  trend  for  Pitts¬ 
burgh  Railways  was  higher  than  the  Philadelphia 
Transportation  Company  for  the  years  1926  to  1931; 
from  the  years  1931  through  1942,  the  trends  of  the 
two  companies  were  fairly  comparable;  from  1942 
through  1945,  the  trend  of  Pittsburgh  Railways  was 
substantially  above  that  of  the  Philadelphia  Transpor¬ 
tation  Company  ( Tr.  3132,  3133 ;  P.  Ex.  95,  Chart  16 ) . 
As  to  trend  of  gross  operating  revenue  in  relatives,  the 
trends  of  the  two  companies  were  substantially  similar, 
although  for  the  years  1943  through  1945  that  of  Pitts¬ 
burgh  Railways  exceeded  that  of  Philadelphia  Trans¬ 
portation  Company  (Tr.  3133;  P.  Ex.  95,  Chart  17). 
The  operating  ratios  of  Pittsburgh  Railways,  excluding 
depreciation  and  income  taxes,  as  well  as  its  operating 
ratios  excluding  income  taxes  only,  were  greater  than 
those  of  Philadelphia  Transportation  Company  for  the 
years  1939  through  1943.  However,  for  the  years  1944 
and  1945  such  operating  ratios  of  Pittsburgh  Railways 
are  less  than  those  of  Philadelphia  Transportation  Com¬ 
pany.  Pittsburgh  Railways  also  compares  favorably 
with  Philadelphia  Transportation  Company  in  revenue 
and  expense  per  vehicle  mile  and  in  operating  expense 
in  cents  per  vehicle  mile  (Tr.  3136-3143,  P.  Ex.  96, 
Charts  19  and  20). 

6.42  Motor  Coach  was  organized  by  Philadelphia 
Company  under  the  laws  of  Pennsylvania  on  July  27, 
1925,  in  order  to  operate  a  motor  bus  service  which 
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would  supplement  the  street  railway  service  then  being 
furnished  by  Pittsburgh  Railways  (Tr.  164).  Motor 
Coach  operates  a  system  of  motor  bus  lines  for  the 
transportation  of  passengers  in  the  Pittsburgh  district 
and  adjacent  communities.  Motor  Coach  operates  two 
kinds  of  routes,  namely:  through  routes  consisting  of 
through  service  from  the  downtown  business  district 
to  points  in  the  outlying  sections  of  the  Pittsburgh 
district,  and  feeder  and  shuttle  routes  which  connect 
with  the  street  railway  lines  (Tr.  203,  204).  Motor 
Coach  serves  forty-eight  communities  having  an  aggre¬ 
gate  population  of  slightly  more  than  1,000,000  persons. 
At  the  present  time  Motor  Coach  has  a  total  of  165 
motor  coaches  (Tr.  2850,  2852).  Motor  Coach  is  subject 
to  the  same  regulation  as  the  Pittsburgh  Railways  Com¬ 
pany.  See  Finding  6.40  hereof. 

6.43  On  May  10,  1938,  Pittsburgh  Railways  and 
Motor  Coach  filed  voluntary  petitions  for  reorganization 
under  Section  77(b)  of  the  Bankruptcy  Act  in  the  Dis¬ 
trict  Court  of  the  United  States  for  the  Western  District 
of  Pennsylvania.  The  two  companies  were  continued  in 
possession  of  their  properties  by  the  Court  until  June 
14,  1938,  on  which  date  the  Trustees  were  appointed  to 
operate  the  properties  and  the  Trustees  have  continued 
the  operation  of  the  system  ever  since.  In  the  fall  of 
1938  the  Court  applied  the  provisions  of  Chapter  X  of 
the  Bankruptcy  Act  to  the  said  reorganization  pro¬ 
ceedings  in  so  far  as  there  were  involved  the  prepara¬ 
tion,  submission,  approval,  acceptance  and  confirmation 
of  a  plan  of  reorganization.  The  development  of  a  plan 
of  reorganization  for  the  said  two  companies  has  been 
the  responsibility  of  the  Trustees  since  June  14,  1938 
(Tr.  165). 

6.44  The  Trustees  of  said  two  companies  prepared 
and  filed  a  plan  of  reorganization  contemplating  the 
reorganization  of  all  of  the  companies  in  the  Pittsburgh 
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Railways  system  into  a  single  corporation.  After  vari¬ 
ous  amendments  thereto  the  Trustees  prepared  and  filed 
“an  amended  revised  plan  of  reorganization”  (P.  Ex.  5) , 
which  was  approved  by  the  Pennsylvania  Public  Utility 
Commission  (Tr.  166-167,  and  640,  2622,  2623),  where¬ 
upon  the  amended  revised  plan  of  reorganization  was 
filed  with  the  bankruptcy  court  in  the  early  part  of 
1942  (Tr.  166).  While  there  are  only  two  companies  in 
reorganization,  yet  the  amended,  revised  plan  covered 
the  reorganization  of  all  of  the  companies  in  the  Pitts¬ 
burgh  Railways  system  because  of  the  fact  that  all  of 
the  parties  in  the  proceedings  recognized  that  a  reor¬ 
ganization  by  Pittsburgh  Railways  and  Motor  Coach 
alone  would  be  impracticable  and  not  worth  while  (Tr. 
166).  The  amended  revised  plan  contemplates  the  acqui¬ 
sition  by  the  reorganized  Railways  Company  of  the 
properties  of  Motor  Coach  and  of  all  the  underlier  com¬ 
panies  in  the  system,  with  the  exception  of  three  under¬ 
lier  companies  which  were  excluded  from  said  plan 
because  of  the  proposed  abandonment  of  their  proper¬ 
ties  (P.  Ex.  5).  There  have  been  numerous  hearings  in 
the  District  Court  bearing  upon  this  plan,  which  have 
involved  the  taking  of  considerable  testimony  and  out 
of  which  arose  the  Special  Master’s  Report  of  January 
29,  1945  (C.  Ex.  A-9).  However,  there  have  been  no 
hearings  in  said  Court  on  the  questions  involving  the 
claims  of  the  parties  in  interest  and  the  allocations 
between  parties  in  interest  (Tr.  639).  The  consumma¬ 
tion  of  the  amended  revised  plan  of  reorganization  has 
been  delayed  by  reason  of  certain  litigation  as  to  the 
jurisdiction  of  the  Court  over  the  underliers,  the  unifi¬ 
cation  of  which  was  contemplated  under  the  amended 
revised  plan.  This  litigation  was  terminated  October  14, 
1946  when  the  United  States  Supreme  Court  denied 
certiorari  and  on  December  13,  1946  the  bankruptcy 
court  entered  an  order  providing  that  “this  reorganiza¬ 
tion  shall  henceforth  proceed  in  accordance  with  the 
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decision  of  the  Circuit  Court”  and  further  providing 
certain  procedural  steps  to  be  taken.  The  reorganization 
proceeding  is  now  in  progress  with  the  view  to  the 
simplification  of  the  corporate  structure  of  the  Pitts-  j 
burgh  Railways  system,  and  to  the  combination  of  the  j 
underlier  companies  into  a  single,  new  company,  pursu-  | 
ant  to  a  fair,  equitable  and  feasible  plan  of  reorganiza-  j 
tion.  The  Trustees  contemplate  bringing  the  amended  I 
revised  plan  up  to  date  in  the  light  of  the  time  that  has  j 
elapsed  between  the  filing  in  1942  of  the  amended  re-  j 
vised  plan  and  the  present  time  ( Tr.  640-41 )  K 

6.45  Reference  is  made  to  Finding  5.30  hereof  for  i 
a  statement  of  the  substantial  economies  lost  if  the  j 
Pittsburgh  Railways  system  is  divorced  from  the  Phila¬ 
delphia  holding  company  system. 

6.46  The  organization  and  purposes  of  incorpora¬ 
tion  of  Equitable  Sales  Company  are  stated  in  Finding  ! 
1.17.  Equitable  Sales  Company  will  be  dissolved  under 
the  Section  11(e)  Plan  of  Philadelphia  Company  (see 
Findings  1.17  and  8.4 ) . 

6.47  The  businesses  of  Steam  Heating,  Cheswick 
and  Harmar,  Philadelphia  Oil,  Finleyville,  Kentucky- 
West  Virginia,  Equitable  Auto,  Equitable  Real  Estate, 
Pittsburgh  Railways,  and  Motor  Coach  are  reasonably 
incidental  and  economically  necessary  and  appropriate 
to  the  operations  of  the  single  integrated  public  utilities 
system  mentioned  in  Findings  4.1  to  4.9  hereof,  and  are 
necessary  or  appropriate  to  the  public  interest  or  for 
the  protection  of  investors  or  consumers  and  not  detri-l 
mental  to  the  proper  functioning  of  such  system. 

6.48  The  businesses  conducted  by  Steam  Heating, 
Cheswick  and  Harmar,  Pittsburgh  Railways,  and  Motor 

1Amendments  to  the  amended  revised  plan  of  reorganiza¬ 
tion  were  filed  on  August  7,  1947. 
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Coach  are  reasonably  incidental  and  economically  nec¬ 
essary  or  appropriate  to  the  operations  of  the  integrated 
electric  public-utility  system  of  Duquesne  mentioned  in 
Findings  2.1  to  2.8  hereof,  and  are  necessary  or  appro¬ 
priate  to  the  public  interest  or  for  the  protection  of 
investors  or  consumers  and  not  detrimental  to  the 
proper  functioning  of  such  system. 

6.49  The  businesses  conducted  by  Philadelphia  Oil, 
Finleyville  and  Kentucky-West  Virginia  are  reasonably 
incidental  and  economically  necessary  or  appropriate 
to  the  operations  of  the  additional  integrated  public 
utility  system  comprising  the  gas  utility  system  men¬ 
tioned  in  Findings  3.1  to  3.47  hereof,  and  are  necessary 
or  appropriate  to  the  public  interest  or  for  the  protec¬ 
tion  of  investors  or  consumers  and  not  detrimental  to 
the  proper  functioning  of  such  system. 

6J50  The  businesses  conducted  by  Equitable  Auto 
and  Equitable  Real  Estate  are  reasonably  incidental 
and  economically  necessary  or  appropriate  to  the  opera¬ 
tions  of  the  integrated  electric  public-utility  system 
mentioned  in  Findings  2.1  to  2.8  hereof  or  to  the  addi¬ 
tional  gas  utility  system  mentioned  in  Findings  3.1  to 
3.47  hereof,  or  to  both  of  such  systems,  and  are  neces¬ 
sary  or  appropriate  to  the  public  interest  or  for  the 
protection  of  investors  or  consumers  and  not  detri¬ 
mental  to  the  proper  functioning  of  such  system. 

7.  Corporate  and  Financial  Structure  of  the 
Philadelphia  Company  System 

7.1  The  various  public  utility  and  other  companies 
in  the  Philadelphia  Company  system,  and  their  rela¬ 
tionships  to  each  other  (not  including  the  underlying 
companies  of  the  Pittsburgh  Railways  system)  are  as 
shown  in  the  chart  on  the  opposite  page. 

(This  Chart  is  printed  in  this  Joint  Appendix 
as  “Philadelphia  Exhibit  No.  24”  and  is  here  omitted 
to  avoid  duplication ) . 


Findings  Requested  by  Philadelphia  Co.  25333. 


7.2  The  following  is  a  condensed  corporate  balance 
sheet  of  Philadelphia  Company,  with  capitalization 
ratios  as  of  December  31, 1946  (P.  Ex.  78) : 

ASSETS 


Property,  Plant  and  Equipment.... $  39,886,998 
Net  Investments  in  Subsidiary 


Companies  Consolidated .  82,089,231 

Net  Investments  in  Street  Rail¬ 
way  Companies .  26,155,280 

Other  Security  Investments .  81,400 

Misc.  Special  Funds .  212,482 

Cash  and  U.  S.  Gov’t.  Securities....  5,981,606 

Other  Current  Assets  .  1,587,665 

Deferred  Charges  .  3,903,280 

Total  Assets  . $159,897,942 

LIABILITIES 

Current  Liabilities  . $  5,558,938 

Deferred  Credits  .  3,271,969 

Reserves  for  Retirement  and 

Depletion  .  16,993,781 

Other  Reserves  .  5,660 

Contributions  in  aid  of 

Construction  .  49,025 

Funded  Debt  .  52,492,000 

Preferred  Stock  .  39,959,600 


%of 

Capitali¬ 

zation 

i 


39.17% 

29.82% 


Common  Stock,  No  Par  37,633,684 
Surplus : 

Invested  in  Capital 

Stock  Reacquired..  3,421 

Paid-In  Surplus .  699,993 

Earned  Surplus 
since  Dec.  31,  1939  3,229,871 
Total  Common  Stock  and 
Surplus  .  41,566,969  31.01  % 


Total  Liabilities . $159,897,942  100.00% 
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7.3  Philadelphia  Company’s  funded  debt  consists  of 
an  issue  of  4 %%  Collateral  Trust  Sinking  Fund  Bonds, 
dated  July  1,  1941  and  due  July  1,  1961,  of  which  the 
amount  now  outstanding,  less  the  bonds  required  for 
sinking  fund  in  1947,  aggregates  $47,538,000  ;  2%% 
Collateral  Trust  Serial  Notes,  dated  July  1,  1941,  due 
serially  to  July  1,  1951,  in  the  original  amount  of 
$12,000,000,  of  which  the  amount  now  outstanding  is 
$4,800,000  (P.  Ex.  78  and  20;  C.  Ex.  A-12-(a)  and  A-12- 
(b) ) ,  which  said  Bonds  and  Notes  were  issued  under  and 
pursuant  to  an  indenture  given  by  the  Philadelphia  Com¬ 
pany  to  the  First  National  Bank  of  the  City  of  New  York 
as  Trustee,  dated  July  1, 1941  (P.  Ex.  19) .  As  collateral 
security  the  Philadelphia  Company  pledged  under  the 
indenture  2,040,000  shares  of  the  common  capital  stock 
of  Duquesne1.  With  respect  to  the  4*4%  Bonds,  the  re¬ 
demption  price  for  sinking  fund  purposes  if  redeemed 
on  July  1, 1947,  is  $102,  and  if  redeemed  otherwise  than 
through  the  sinking  fund  on  or  before  July  1,  1948,  the 
redemption  price  is  $104%  (Tr.  308;  P.  Ex.  19,  pages  55 
and  50) .  The  redemption  price  with  respect  to  the  Notes 
varies  with  each  series  (Tr.  308;  P.  Ex.  19,  pages  50  and 
52) .  For  the  month  of  April,  1947,  the  4%%  Bonds  were 
quoted  at  a  high  of  $108%  and  a  low  of  $107%  (P.  Ex. 
110 ) ,  and  these  Bonds  are  rated  by  Standard  and  Poors 
as  B-1+  ( Tr.  859 ) .  The  bid  prices  quoted  on  the  Notes  as 
of  July  8, 1947,  are  as  follows  ( Tr.  3333 ) : 

Maturities  of  1948  . $100% 

Maturities  of  1949,  1950  and  1951....  100% 


xThe  stock  so  pledged  did  not  constitute  all  of  Philadel¬ 
phia  Company’s  holding  of  Duquesne  stock,  there  being  an 
additional  112,828  shares  of  such  common  stock  held  by  Phila¬ 
delphia  Company  and  not  pledged  under  the  indenture  either 
at  the  time  of  execution  thereof  or  since,  such  additional 
shares  being  now  held  in  the  treasury  of  Philadelphia  Com¬ 
pany,  free  and  clear  of  any  pledge  (Tr.  309). 
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In  addition,  there  are  outstanding  an  aggregate  of 
$154,000  principal  amount  of  bonds  issued  prior  to  1941, 
which  have  been  called  for  payment  and  for  which  funds 
in  an  amount  at  least  equal  to  the  principal  amount  of 
such  bonds  are  on  deposit  with  the  trustees,  and  either 
the  property  of  the  company  has  been  released  from  the 
indenture  or  satisfaction  of  the  indenture  has  been 
acknowledged  by  the  respective  trustees  (P.  Ex.  19). 
The  declaration  of  Philadelphia  Company  regarding  the 
issuance  and  sale  of  said  Bonds  and  Notes  was  permitted 
to  become  effective  by  the  Commission  by  its  orders  of 
June  11, 1941  and  June  25, 1941  (File  No.  70-324;  9  S.E.C. 
page  532 ;  Tr.  303 ) .  The  issuance  of  said  Bonds  and  Notes 
was  also  approved  by  the  Pennsylvania  Public  Utility 
Commission  (Tr.  3482-3484). 

i 

7.4  The  Bonds  and  Notes  mentioned  in  Finding  7.3 

hereof  were  issued  by  Philadelphia  Company  for  the  pur¬ 
pose  of  refunding  $60,000,000  of  5%  Secured  Gold  Bonds 
Series  A,  due  December  1, 1967  of  Philadelphia  Company, 
which  bonds  were  redeemed  at  $105.  The  issuance  of  said 
Bonds  and  Notes  effected  a  gross  interest  savings  in  the 
first  year  of  $645,000,  which  interest  savings  increased 
and  will  increase  annually  as  the  serial  maturities  of  the 
Notes  are  paid  and  the  sinking  fund  provisions  of  the 
Bonds  operate.  The  gross  interest  savings  at  the  present 
time  approximate  about  $800,000  annually  (Tr.  307- 
308).  | 

! 

7.5  The  payment  of  the  Serial  Notes  to  date  and 
the  operation  of  the  sinking  fund  provisions  of  the  Bonds 
have  operated  to  reduce  the  funded  debt  of  Philadelphia 
Company  by  $6,300,000  as  of  December  31,  1946,  and  by 
reason  thereof  the  funded  debt  of  Philadelphia  Company 
will  be  retired  in  increasing  amounts  each  year.  Over 
the  life  of  the  Bonds,  this  program  of  debt  requirement 
will  operate  to  reduce  the  funded  debt  of  Philadelphia 
Company  by  slightly  more  than  50%  (Tr.  308). 
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7.6  Philadelphia  Company  has  now  outstanding 
1580  shares  (after  deducting  five  shares  held  in  the 
treasury  of  the  company)  of  Preferred  5%  Stock  of  the 
par  value  of  $10  each  ( Tr.  311,  P.  Ex.  78 ) .  A  total  of 
240,000  shares  of  this  stock  of  the  par  value  of  $50  was 
originally  issued  between  March,  1899  and  February, 
1905  for  the  purpose  of  acquiring  stocks  of  Southern 
Light,  Heat  and  Power  Company,  Consolidated  Gas, 
Pennsylvania  Natural  Gas  Company,  Equitable  Gas, 
Pittsburgh  Railways,  United  Traction  and  other  street 
railway  companies,  and  for  general  corporate  purposes 
(Tr.  311).  This  stock  is  held  by  ten  persons  (Tr.  2547 
and  2548 ) ,  and  there  is  no  market  for  the  stock  or  any 
trading  therein  (Tr.  312) .  All  of  the  5%  Preferred  Stock 
is  publicly  held,  and  none  thereof  is  held  by  any  com¬ 
panies  in  the  Standard  Gas  system  (Tr.  366;  P.  Ex.  18) . 
The  Preferred  5%  Capital  Stock  is  entitled  in  preference 
and  priority  over  the  6%  Cumulative  Preferred  Stock 
and  all  classes  of  preference  stock,  and  the  common  cap¬ 
ital  stock,  to  non-cumulative  dividends  at  the  rate  of 
5%  per  annum  out  of  net  earnings  of  each  current  year, 
as  the  same  shall  from  time  to  time  accrue  during  such 
year  and  be  divided  by  the  board  of  directors.  This  stock 
is  entitled  to  no  other  or  further  share  of  the  profits.  The 
holders  of  the  Preferred  5%  Capital  Stock  are  entitled 
to  one  vote  for  each  share  of  such  stock  held  by  them  of 
record  on  all  matters  submitted  to  a  vote  of  the  stock¬ 
holders.  It  is  the  opinion  of  the  company’s  general  coun¬ 
sel  that  the  Preferred  5%  Capital  Stock  has  no  rights 
upon  liquidation  or  dissolution  except  satisfaction  of  its 
rights  in  the  earnings  of  the  Company  until  the  respec¬ 
tive  preferences  and  priority  of  other  classes  of  pre¬ 
ferred  and  preference  stocks  have  been  satisfied;  and 
that  in  the  event  of  dissolution  or  liquidation  and  after 
the  respective  preferences  and  priority  of  other  classes 
of  preferred  and  preference  stocks  have  been  satisfied, 
the  holders  of  the  Preferred  5%  Capital  Stock  and  the 


Findings  Requested  by  Philadelphia  Co.  2537a 

holders  of  the  Common  Stock  are  entitled  to  receive  the 
remaining  assets  share  for  share,  except  that  the  holders 
of  the  Preferred  5%  Capital  Stock  are  not  entitled  to 
participate  with  the  Common  Stock  in  surplus  earned 
subsequent  to  the  issuance  of  the  Preferred  5%  Capital 
Stock.  No  provision  is  made  in  the  charter  documents  for| 
the  redemption  of  the  Preferred  5%  Capital  Stock  (Tr. 
321;  P.  Ex.  21;  C.  Ex.  A-12-(c),  pages  46  to  50;  P.  Ex. 
21). 

7.7  Philadelphia  Company  has  outstanding  491,140 
shares  of  6%  Cumulative  Preferred  Capital  Stock  of  the 
par  value  of  $50  each,  or  a  total  par  value  of  $24,557,000 
(Tr.  312;  P.  Ex.  78).  This  stock  was  issued  between 
February,  1913  and  January,  1928,  in  part  to  acquire 
Preferred  5%  Non-Cumulative  Stock  of  Philadelphia 
Company,  in  part  to  acquire  stocks  of  Steam  Heating 
and  Peoples  Natural  Gas  and  Pipeage  Company,  in  part 
to  acquire  First  Mortgage  Bonds  of  Consolidated  Gas, 
in  part  in  conversion  for  ten-year  convertible  debentures 
and  fifteen-year  convertible  debentures  of  Philadelphia 
Company,  and  in  part  for  cash  (Tr.  312,  313).  The  ten- 
year  debentures  above  mentioned  were  originally  issued 
to  secure  a  release  of  the  Branot  Island  Power  Station 
from  the  lien  of  the  First  Consolidated  Mortgages  then 
outstanding;  for  the  purpose  of  developing  electric  com¬ 
panies  ;  and  for  the  purpose  of  purchasing  street  railway 
securities.  The  fifteen-year  convertible  debentures  above 
mentioned  were  issued  to  acquire  participating  preferred 
stock  of  Duquesne  (Tr.  313,  314).  All  of  the  6%  Cumu¬ 
lative  Preferred  Capital  Stock  is  publicly  held,  and  none 
thereof  is  held  by  any  companies  in  the  Standard  Gas 
system  (Tr.  366;  P.  Ex.  18).  The  6%  Cumulative  Pre¬ 
ferred  Capital  Stock  is  entitled  to  receive,  out  of  surplus, 
net  earnings,  and  income  of  the  company  applicable 
thereto,  cumulative  dividends  at  the  rate  of  6%  per  an¬ 
num  and  no  more,  payable  semiannually.  No  dividends 

shall  at  any  time  be  declared,  paid  or  set  apart  on  the 
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Preferred  5%  Capital  Stock  above  mentioned,  or  on  any 
class  of  preference  stock  or  the  common  capital  stock  of 
the  company  until  all  accumulated  and  accrued  dividends 
on  the  6%  Cumulative  Preferred  Capital  Stock  then  out¬ 
standing  shall  have  been  paid  or  funds  set  apart  for  such 
purpose  (P.  Ex.  21). 

So  long  as  the  company  shall  promptly  pay  the  divi¬ 
dends  on  the  6%  Cumulative  Preferred  Capital  Stock, 
the  owners  thereof  shall  have  no  right  to  vote,  except 
upon  the  matters  hereafter  mentioned  and  matters 
which  by  the  laws  of  the  Commonwealth  of  Pennsylvania 
require  action  by  a  certain  proportion  of  all  the  Capital 
Stock  of  the  company  including  such  6%  Cumulative 
Preferred  Capital  Stock.  In  the  event  of  default  in  the 
prompt  payment  of  dividends  on  the  6%  Cumulative 
Preferred  Capital  Stock,  the  owners  thereof  shall  have 
the  right,  except  as  hereafter  stated,  to  vote  upon  all 
matters  to  the  same  extent  as  the  owners  of  any  other 
stock  of  the  company  shall  be  entitled  to  vote,  while  and 
so  long  as  such  default  shall  continue.  In  any  event,  the 
company  shall  not,  without  the  consent  of  the  owners 
of  record  of  two-thirds  in  amount  of  the  then  outstand¬ 
ing  6%  Cumulative  Preferred  Capital  Stock,  authorize 
or  issue  any  stock  having  any  preference  or  priority  over 
said  6%  Cumulative  Preferred  Capital  Stock,  nor  any 
increase  or  reduction  of  the  6%  Cumulative  Preferred 
Capital  Stock  nor  any  increase  of  the  mortgage  or 
secured  indebtedness  of  the  company  requiring  authori¬ 
zation  or  approval  by  its  stockholders.  The  holders  of  the 
6%  Cumulative  Preferred  Capital  Stock  are  also  entitled 
to  participate  in  the  election  of  members  of  the  Board  of 
Directors  under  certain  circumstances  as  stated  in  Find¬ 
ing  7.8  hereof  (P.  Ex.  21). 

In  the  event  of  any  reduction  in  the  Capital  Stock  of 
the  company,  resulting  in  a  reduction  of  the  6%  Cumu¬ 
lative  Preferred  Capital  Stock,  either  as  to  number  of 
shares  or  as  to  par  value  thereof,  there  shall  be  paid,  or 
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funds  set  apart  for  such  purpose  to  the  owners  of  the 
shares  of  said  6%  Cumulative  Preferred  Capital  Stock 
so  reduced  an  amount  in  cash  not  less  than  the  par  value 
of  the  amount  of  the  reduction  and  the  accrued  dividend 
thereon  from  the  last  preceding  dividend  date  to  the  date 
of  such  reduction  (P.  Ex.  21). 

Subject  to  such  dividend,  if  any,  as  the  owners  of 
the  Preferred  5%  Capital  Stock  shall  be  entitled  to  upon 
dissolution  or  liquidation  of  the  company  by  distribution 
of  capital  or  otherwise,  or  in  the  event  of  its  insolvency, 
there  shall  be  paid,  or  funds  set  apart  for  such  purpose, 
to  the  owners  of  the  6%  Cumulative  Preferred  Capital 
Stock  then  outstanding  an  amount  in  cash  equal  to  the 
par  value  of  their  shares  and  the  accrued  dividend  there¬ 
on  from  the  last  preceding  dividend  date  to  the  date  of 
such  distribution,  before  any  sum  shall  be  paid  or  any 
assets  distributed  to  the  owners  of  the  Preferred  5% 
Capital  Stock,  or  to  the  owners  of  the  $6  Cumulative 
Preference  Stock,  or  to  the  owners  of  the  $5  Cumulative 
Preference  Stock  or  to  the  owners  of  any  other  prefer¬ 
ence  stock,  or  to  the  owners  of  the  Common  Capital 
Stock,  but  after  such  payment  the  owners  of  said  6% 
Cumulative  Preferred  Capital  Stock  shall  have  no  right 
or  claim  to  any  of  the  remaining  assets  of  the  company 
(P.  Ex.  21).  | 

No  provision  is  made  in  the  charter  documents  for 
the  redemption  of  the  6%  Cumulative  Preferred  Capital 
Stock  ( P.  Ex.  21 ;  C.  Ex.  A-12-  ( c ) ,  pages  47  to  50 ) .  The 
6%  Cumulative  Preferred  Capital  Stock  was  quoted  for 
the  month  of  April,  1947,  at  a  high  of  $58  and  a  low  of 
$53%  (P.  Ex.  110).  | 

7.8  Philadelphia  Company  has  outstanding  an  issue 
of  $6  Cumulative  Preference  Stock  of  100,000  shares 
without  par  value,  having  a  stated  value  of  $10,000,000, 
and  an  issue  of  $5  Cumulative  Preference  Stock  of  53,868 

J 
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shares  without  par  value,  but  having  a  stated  value  of 
$5,386,800  (Tr.  314,  315;  P.  Ex.  78). 

The  $6  Cumulative  Preference  Stock  was  issued  in 
September,  1930  for  cash,  the  proceeds  of  sale  being  used 
for  the  purchase  of  securities  of  companies  in  the  Pitts¬ 
burgh  Railways  system,  for  the  purchase  of  additional 
shares  of  common  stock  of  Duquesne  and  ( as  to  a  small 
amount  thereof)  for  general  corporate  purposes  (Tr. 
314,315). 

The  $5  Cumulative  Preference  Stock  was  issued  be¬ 
tween  January,  1931  and  October,  1932  for  the  purpose 
of  acquiring  securities  of  companies  in  the  Pittsburgh 
Railways  system  ( Tr.  315 ) . 

Subject  to  the  preference  in  dividends  of  the  Pre¬ 
ferred  5%  Capital  Stock  and  the  6%  Cumulative  Pre¬ 
ferred  Capital  Stock,  respectively,  the  $6  Cumulative 
Preference  Stock  is  entitled  to  receive,  when,  as  and  if 
declared  by  the  Board  of  Directors,  dividends  at  the  rate 
of  $6  per  share  per  annum  and  no  more,  and  the  $5  Cumu¬ 
lative  Preference  Stock  is  entitled  to  receive,  equally  and 
ratably  with  the  $6  Cumulative  Preference  Stock  when, 
as  and  if  declared  by  the  Board  of  Directors,  dividends 
at  the  rate  of  $5  per  share  per  annum  and  no  more.  Such 
dividends  are  payable  quarterly  and  are  cumulative,  so 
that,  if  at  any  time  the  full  dividends  on  said  preference 
stocks  for  all  preceding  quarterly  dividend  periods  and 
for  the  then  current  quarterly  dividend  period  shall  not 
have  been  declared  and  paid,  or  set  apart  for  payment, 
no  dividends  shall  be  declared  upon  the  Common  Stock 
until  such  dividends  on  such  preference  stocks  shall  have 
been  paid  or  set  apart  for  payment  ( P.  Ex.  21 ) . 

Except  to  any  extent  that  may  be  required  by  the 
laws  of  Pennsylvania  and  except  as  hereafter  stated,  the 
holders  of  the  $6  Cumulative  Preference  Stock  and  the 
holders  of  the  $5  Cumulative  Preference  Stock,  respec¬ 
tively,  shall  not  be  entitled  to  any  vote  at  any  election 
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or  meeting  of  the  stockholders  of  the  Company,  unless 
the  Company  shall  at  the  time  be  in  arrears  in  the  pay-  j 
ment  of  four  quarterly  dividends  on  said  $6  Cumulative  j 
Preference  Stock  or  said  $5  Cumulative  Preference 
Stock,  as  the  case  may  be,  in  which  case  said  holders  | 
shall  be  entitled  to  one  vote  for  each  share  of  said  stock  I 
held  by  them,  so  long,  and  only  so  long,  as  such  default 
shall  continue.  While  any  shares  of  the  $6  Cumulative  I 
Preference  Stock  or  $5  Cumulative  Preference  Stock 
shall  be  outstanding,  no  shares  of  any  other  class  of  j 
stock  having  a  prior  preference  in  dividends  or  assets 
over  said  shares,  except  shares  of  Preferred  5%  Capital  j 
Stock  and  shares  of  6%  Cumulative  Preferred  Capital  j 
Stock,  of  the  amounts  of  said  latter  classes  of  stock  either  j 
now  or  hereafter  authorized,  shall  be  created  except  j 
with  the  consent  of  the  holders  of  at  least  a  majority  ! 
of  the  shares  of  $6  Cumulative  Preference  Stock  at  the  j 
time  outstanding,  and  the  consent  of  the  holders  of  at  j 
least  a  majority  of  the  shares  of  $5  Cumulative  Prefer-  | 
ence  Stock  at  the  time  outstanding;  but  the  company  j 
has  reserved  the  right  to  issue  from  time  to  time  addi¬ 
tional  classes  or  series  of  preference  stock  having  vary¬ 
ing  rights,  privileges,  preferences,  and  powers  and  being  j 
subject  to  varying  limitations,  prohibitions,  restrictions,  j 
and  qualifications,  including  dividend  rate,  terms  of  re¬ 
demption,  voting  power,  and  amounts  to  be  payable  to  i 
the  holder  in  the  event  of  dissolution  or  liquidation  of  j 
the  company,  which  classes  or  series  may  rank  equally  ! 
and  ratably  as  to  dividends  and  assets  with  the  $6  Cumu¬ 
lative  Preference  Stock  and  $5  Cumulative  Preference  ! 
Stock  (P.  Ex.  21).  j' 

i 

i 

In  the  event  that,  at  the  date  of  any  annual  meet-  i 
ing  of  stockholders,  dividends  shall  be  in  default  on  the  I 
6%  Cumulative  Preferred  Capital  Stock,  or  the  $6  Cumu-  j 
lative  Preference  Stock,  or  the  $5  Cumulative  Preference  ! 
Stock,  then  the  holders  of  such  of  said  three  classes  of  | 
stock  as  are  then  in  default  shall  be  entitled,  by  voting  j 
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together  as  one  class,  to  elect  two  members  of  the  Board 
of  Directors;  and  in  the  event  that,  and  as  long  as,  the 
holders  of  any  said  three  classes  of  stock  shall  be  entitled 
to  elect  two  members  of  the  Board  of  Directors  as  afore¬ 
said,  then  the  holders  of  the  Preferred  5%  Capital  Stock 
and  the  holders  of  the  Common  Stock  shall  be  entitled, 
by  voting  together  as  one  class,  to  elect  the  remaining 
members  of  the  Board  of  Directors.  In  the  event  that 
dividends  shall  be  in  default  in  an  amount  equivalent 
to  three  full  yearly  dividends  on  the  6%  Cumulative  Pre¬ 
ferred  Capital  Stock,  or  the  $6  Cumulative  Preference 
Stock,  or  the  $5  Cumulative  Preference  Stock,  as  the 
case  may  be,  then  the  holders  of  such  of  said  three  classes 
of  stock,  as  to  which  the  company  shall  at  the  time  be 
in  default  in  any  payment  of  dividends  ( irrespective  of 
the  duration  or  extent  of  the  default  as  to  any  such 
class ) ,  shall  be  entitled,  by  voting  together  as  one  class, 
to  elect  the  smallest  number  of  directors  necessary  to 
constitute  a  majority  of  the  entire  number  of  the  Board 
of  Directors;  and  in  the  event  that,  and  as  long  as,  the 
holders  of  any  of  said  three  classes  of  stock  shall  be 
entitled  to  elect  a  majority  of  the  directors  as  aforesaid, 
then  the  holders  of  the  Preferred  5%  Capital  Stock  and 
the  holders  of  the  Common  Stock  shall  also  be  entitled, 
by  voting  together  as  one  class,  to  elect  the  largest  num¬ 
ber  of  directors  which  will  constitute  a  minority  of  the 
entire  number  of  the  Board  of  Directors.  The  foregoing 
rights  of  the  holder  of  shares  of  the  6%  Cumulative  Pre¬ 
ferred  Capital  Stock,  or  the  $6  Cumulative  Preference 
Stock,  or  the  $5  Cumulative  Preference  Stock,  as  the  case 
may  be,  to  vote  for  the  election  of  directors  shall  con¬ 
tinue  until  all  defaults  in  payment  of  dividends  on  the 
particular  class  of  stock  held  have  been  remedied  or  un¬ 
til  the  Company  shall  be  in  such  condition  that  it  can 
declare  dividends  on  such  class  of  stock  in  an  amount 
equivalent  to  the  dividends  in  default  thereon,  but  not 
thereafter.  The  holder  of  shares  of  the  6%  Cumulative 
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Preferred  Capital  Stock,  or  the  $6  Cumulative  Prefer-  j 
ence  Stock,  or  the  $5  Cumulative  Preference  Stock,  as ! 
the  case  may  be,  shall  be  entitled  to  one  vote  for  each  j 
share  held  of  record  of  such  of  said  three  classes  of  stock  | 
as  shall  then  be  entitled  to  vote  for  the  election  of  direc¬ 
tors  ( P.  Ex.  21 ) . 

In  the  event  of  any  liquidation,  dissolution,  or  wind-j 
ing  up,  whether  voluntary  or  involuntary,  of  the  com¬ 
pany,  the  holders  of  the  $6  Cumulative  Preference  Stock 
and  of  the  $5  Cumulative  Preference  Stock  shall  be  en¬ 
titled  to  receive  equally  and  ratably  according  to  their 
holdings,  $100  per  share,  together  with  an  amount  equal 
to  all  dividends  accrued  and  unpaid  thereon,  whether  or 
not  earned  or  declared,  before  any  distribution  of  assets 
shall  be  made  to  the  holders  of  the  Preferred  5%  Capital 
Stock  or  the  Common  Capital  Stock  (subject,  however^ 
as  to  the  Preferred  5%  Capital  Stock,  to  the  rights  of 
said  stock  in  earnings  of  the  Company  for  each  current 
year ) ,  and  no  more  ( P.  Ex.  21 ) . 

1 

7.9  All  or  any  part  of  the  $6  Cumulative  Prefer¬ 

ence  Stock  and  $5  Cumulative  Preference  Stock  is  sub¬ 
ject  to  redemption  at  the  option  of  the  company  at  any 
time  at  $110  per  share  and  an  amount  equal  to  all  divi¬ 
dends  accrued  and  unpaid  thereon  at  the  redemption 
date,  whether  or  not  earned  or  declared.  (Tr.  314,  315; 
P.  Ex.  21;  C.  Ex.  A-12-(c) ) .  j 

For  the  month  of  April,  1947  the  $6  Cumulative 
Preference  Stock  was  quoted  at  a  high  of  $1081/2  and  a 
low  of  $103 1/2  (P.  Ex.  110) .  All  of  the  said  $6  Cumulative 
Preference  Stock  and  $5  Cumulative  Preference  Stock  is 
publicly  held,  and  none  thereof  is  held  by  any  companies 
in  the  Standard  Gas  system  (P.  Ex.  18 ) . 

7.10  Philadelphia  Company  has  outstanding 
5,190,647  shares  ( excluding  465  shares  held  in  the  Com¬ 
pany’s  treasury)  of  Common  Stock  without  par  value, 
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but  with  a  stated  value  of  $7.25  per  share,  or  an  aggre¬ 
gate  stated  value  of  $37,632,190.75.  In  addition,  Philadel¬ 
phia  Company  has  Common  Stock  scrip  outstanding  in 
the  amount  aggregating  205-11/12  shares  carried  at  a 
stated  value  of  $1,492.89,  making  a  total  stated  capital 
applicable  to  the  Common  Stock  and  Common  Stock  scrip 
of  $37,633,683.64.  Of  the  said  outstanding  Common  Stock, 
Standard  Gas  is  the  owner  of  5,024,790  shares  thereof, 
having  an  aggregate  stated  value  of  $36,429,727.50, 
Standard  Power  is  the  owner  of  9,750  shares  thereof, 
having  an  aggregate  stated  value  of  $70,687.50,  and  the 
remaining  156,107  shares,  having  an  aggregate  stated 
value  of  $1,131,775.75,  are  publicly  held  (Tr.  346,  349; 
P.  Ex.  19). 

7.11  The  charter  documents  contain  no  limitations 
or  restrictions  on  the  dividend  rights  of  the  Common 
Stock  other  than  the  preferential  rights  of  the  preferred 
stocks  referred  to  above.  However,  by  the  provisions  of 
the  indenture  securing  the  outstanding  funded  debt  of 
the  company,  the  company  cannot  pay  any  dividend  on 
its  Common  Stock  if  the  aggregate  of  such  dividends 
declared  after  December  31, 1940  and  of  any  other  distri¬ 
butions  on  its  Common  Stock  made  after  such  date,  and 
all  payments  to  purchase  or  redeem  any  shares  of  its 
capital  stock  made  after  such  date,  would  exceed  the 
aggregate  of  the  net  income  of  the  company  after  Decem¬ 
ber  31,  1940,  plus  $847,230.14  less  the  amount  of  all 
arrears  of  dividends  on  preferred  stocks  to  the  date  of 
such  payment  (P.  Ex.  19,  pages  38  to  41;  C.  Ex.  A-12-c, 
pages  42  and  43) .  The  holders  of  the  Common  Stock  are 
entitled  to  one  vote  for  each  share  of  said  stock  held  by 
them  of  record  and  all  matters  submitted  to  a  vote  of 
the  stockholders  except  as  stated  above  with  respect  to 
voting  rights  of  the  preferred  stocks.  The  charter  docu¬ 
ments  contain  no  restrictions  or  limitations  on  the  liqui¬ 
dation  rights  of  the  Common  Stock  other  than  the  pref- 
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erences  and  priorities  of  the  preferred  stocks  above  j 
described  (P.  Ex.  21;  C.  Ex.  A-12- ( c ) ,  pages  47  to  50).  j 

7.12  In  November,  1939,  Philadelphia  Company  j 
filed  with  the  Commission  under  the  Act  a  declaration  j 
( subsequently  amended ) 1  to  reduce  the  stated  value  of 
the  Common  Stock  of  the  company  from  $10  to  $7.25  j 
per  share,  to  create  a  reserve  for  revaluation  of  assets  ! 
in  the  amount  of  $23,000,000  by  transferring  out  of  the 
paid-in  surplus  created  by  such  reduction  and  the  surplus 
balance  of  the  company  as  of  December  31, 1939,  and  to  j 
change  the  voting  rights  of  the  holders  of  the  capital 
stock  of  the  company.  On  January  30, 1940,  the  Commis¬ 
sion  issued  an  order  permitting  the  declaration  to  be¬ 
come  effective  subject  to  certain  conditions  stated  in  the 
order:  Philadelphia  Company,  6  S.E.C.  752,  offered  in 
evidence  at  Tr.  303.  Pursuant  to  said  declaration,  the  j 
charter  documents  of  the  Philadelphia  Company  were 
amended  so  as  to  grant  to  the  preferred  shareholders  the 
voting  rights  with  respect  to  the  election  of  directors 
as  mentioned  in  Finding  7.8  hereof,  arising  in  the  event ' 
of  default  in  the  payment  of  dividends  on  the  6%  Cumu¬ 
lative  Capital  Stock,  the  $6  Cumulative  Preference  Stock 
and  the  $5  Cumulative  Preference  Stock,  as  well  as  the 
voting  rights  mentioned  in  said  Finding  7.8  arising  in 
the  event  of  default  in  dividends  equivalent  to  three  full 
yearly  dividends  on  said  preferred  and  preference  stocks. 

1The  declaration  as  amended  contained  a  proposal  to  re¬ 
tain  in  the  company’s  earned  surplus  account  a  certain  sum 
annually  which  would  otherwise  be  available  for  dividends  on 
the  Common  Stock.  Under  a  subsequent  order  of  the  Commis¬ 
sion,  this  undertaking  was  terminated  as  of  June  30, 1941,  but, 
under  the  terms  of  the  amended  declaration,  earnings  aggre¬ 
gating  $750,000  are  being  retained  in  the  company’s  earned 
surplus  account  until  the  company  shall  no  longer  have  any 
preferred  stocks  (other  than  the  Preferred  5%  Capital  Stock)! 
outstanding:  Philadelphia  Company ,  6  S.E.C.  752;  P.  Ex.  78, 
Note  A  to  Financial  Statements. 
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7.13  The  declaration  or  application  filed  with  the 
Commission  under  the  Act  relating  to  the  1941  financing 
of  Philadelphia  Company  (see  Finding  7.3  hereof),  con¬ 
tained  certain  proposals  of  the  company  upon  the  basis 
of  which  the  commission  permitted  the  declaration  or 
application  to  become  effective,  subject  to  the  commis¬ 
sion's  authority  to  thereafter  cancel  or  lessen  the  same. 
One  of  these  proposals  was  that  in  the  twelve-month 
period  ending  July  31st  of  each  year,  beginning  with  the 
year  1942  and  ending  with  the  year  1956,  the  company 
would  set  aside  from  its  earnings  and  credit  to  its  “re¬ 
serve  for  revaluation  of  assets”  an  amount  equal  to  the 
excess  of  the  amount  expended  or  appropriated  by  it 
during  that  period  for  the  retirement  of  collateral  trust 
serial  notes  and  collateral  trust  sinking  fund  bonds  over 
the  amount  of  income  appropriated  or  charged  by  it  dur¬ 
ing  that  period  to  amortization  of  “debt,  discount  and 
expense.”  The  amount  of  earnings  so  set  aside  would  be 
reduced  in  the  event  that  the  gross  income  of  the  com¬ 
pany  for  the  pertinent  period  should  be  less  than 
$9,400,000,  but  any  such  deduction  would  subsequently 
be  restored  out  of  earnings  of  subsequent  periods  in 
which  gross  income  of  the  company  exceeded  $9,400,000. 
Another  proposal  was  that,  so  long  as  the  Company  con¬ 
trolled  Duquesne,  and  so  long  as  any  of  the  collateral 
trust  serial  notes  or  collateral  trust  sinking  fund  bonds 
of  the  company  were  outstanding,  the  company  would, 
to  the  extent  it  may  lawfully  do  so,  not  permit  Duquesne 
to  declare  or  pay  any  dividends  on  its  common  stock  out 
of  earned  surplus  of  Duquesne  as  of  December  31, 1939. 
{Philadelphia  Company ,  9  S.E.C.  532,  offered  in  evidence 
at  Tr.  304;  P.  Ex.  78,  Note  A  to  Financial  Statements). 

7.14  As  of  December  31,  1939,  the  reserve  for  re¬ 
valuation  of  assets  mentioned  in  Finding  7.13  hereof  was 
created  in  the  amount  of  $23,000,000  ( C.  Ex.  A-56,  Phil¬ 
adelphia  Company’s  Annual  Report  for  1939).  As  of 
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December  31, 1946,  the  reserve  for  revaluation  of  assets 
amounted  to  $26,892,682.38  (P.  Ex  78,  p.  1) . 

7.15  A  table  showing  the  net  income  of  Philadel¬ 
phia  Company  for  the  years  ended  December  31, 1932  to 
1946,  inclusive,  and  the  preferred  and  common  stock 
dividends  paid  in  each  of  said  years  as  well  as  the  surplus 
of  the  company  at  the  end  of  each  such  years,  is  shown 
on  the  following  page  ( C.  Ex.  A-38 ) . 
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PHILADELPHIA  COMPANY 
Income,  Interest,  Dividends  and  Surplus  1932-1946 


1932  1933  1934 

Net  Income  After  Deduction  of  Interest 

on  Funded  Debt .  $10,763,333.31  $  6,131,598.16  $  6,350,529.86 

Interest  on  Funded  Debt .  $  3,000,000.00  $  3,000,000.00  $  3,000,000.00 

Total  Preferred  Stock  Dividends .  $  2,344,816.67  $  2,343,729.16  $  2,343,681.26 

Common  Stock  Dividends .  $  6,720,232.17  $  3,840,170.96  $  3,840,189.20 

Surplus  at  End  of  Period .  $13,960,138.21  $12,163,566.87  $12,797,345.20 

1940  1941  1942 

Net  Income  After  Deduction  of  Interest 

on  Funded  Debt .  $  5,398,529.62  $  5,416,749.63  $  5,989,933.37 

Interest  on  Funded  Debt .  $  3,000,000.00  $  2,679,418.31  $  2,339,244.00 

Total  Preferred  Stock  Dividends .  $  2,343,552.50  $  2,343,551.25  $  2,343,550.00 

Common  Stock  Dividends .  $  2,160,159.30  $  2,517,265.50  $  2,854,855.85 

Surplus  at  End  of  Period .  $  847,230.14  $  1,389,710.50  $  2,169,125.35 


1935  1936  1937  1938  !  1939 

$  6,491,617.32  $  6,813,197.02  $  6,740,347.10  $  4,836,656.35  $  5^376,705.04 

$  3,000,000.00  $  3,000,000.00  $  3,000,000.00  $  3,000,000.00  $  3,000,000.00 

$  2,343,677.50  $  2,343,573.32  $  2,343,552.50  $  2,343,552.50  $  2,343,552.50 

$  3,840,211.55  $  3,840,243.80  $  3,840,264.05  $  2,400,166.00  $  2,880,210.40 

$13,515,685.74  $14,106,231.09  $13,186,201.89  $13,361,889.85  j  Nil 

i 

1943  1944  1945  1946 

$  5,779,720.16  $  5,647,984.64  $  5,734,161.87  $  5,703,952.14  j 

$  2,307,062.59  $  2,273,949.00  $  2,239,282.75  $  2,203,171.50  j 

$  2,343,550.00  $  2,343,550.00  $  2,343,550.00  $  2,343,550.00  j 

$  2,854,855.85  $  2,854,855.85  $  2,854,855.86  $  2,854,855.87 

i 

$  2,750,203.04  $  2,207,294.86  $  2,727,636.75  $  3,229,871.44  j 
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7.16  Since  Philadelphia  Company  first  commenced  j 
business  in  the  Pittsburgh  district  in  the  year  1884,  the  j 
company  has  paid  all  of  its  fixed  charges,  all  dividends  j 
on  its  preferred  stocks  as  they  accrued,  and,  with  the  I 
exception  of  the  year  1897,  it  has  paid  in  each  year  since  j 
1885  a  dividend  on  its  Common  Capital  Stock.  Dividends  ! 
on  preferred  stocks  of  Philadelphia  Company  from  time 
to  time  outstanding  have  never  been  in  arrears  (Tr.  315-  j 
316,  349) .  This  financial  record  was  an  important  factor  | 
in  enabling  Philadelphia  Company  to  bring  together  the  j 
separate  operations  of  the  numerous  gas,  electric  and  j 
street  railway  companies,  which,  over  the  years,  had 
been  operating  in  the  Pittsburgh  district,  because  the  j 
company,  which  was  a  holding  company  as  well  as  a  i 
natural  gas  company,  was  able  to  issue  its  securities  in  j 
exchange  for  securities  of  the  separate  operating  com-  j 
panies  (Tr.  316-317). 

7.17  A  condensed  corporate  balance  sheet  of  Du- 
quesne,  with  capitalization  ratios  as  of  December  31, 
1946,  shows  the  following:  (P.  Ex.  78,  Tr.  354,  355) 


i 
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ASSETS 

Property,  Plant  and  Equip¬ 
ment  .  $185,066,670 

Investment  and  Fund  Ac¬ 
counts  .  5,874,355 

Current  Assets  .  15,189,999 

Deferred  Charges .  7,459,869 

Capital  Stock  Expense .  307,207 

Total  Assets  .  $213,898,100 


LIABILITIES 


Current  Liabilities  .  $  11,894,788 

Deferred  Credits .  185,855 

Reserves  .  38,704,540 

Contributions  in  aid  of  con¬ 
struction  .  763,696 


Percent,  of 
Capitalization 


Funded  Debt  .  $  70,000,000 . 43.12% 

Preferred  Stock .  27,500,000 . 16.94% 

Common  Stock....  56,813,120)  39  qa% 

Earned  Surplus..  8,036,101  \ . 


Total  Common  Stock  and 
Surplus  .  $  64,849,221 

Total  Liabilities .  $213,898,100 

7.18  Duquesne  has  outstanding  as  of  December  31, 
1946  $70,000,000  principal  amount  of  first  mortgage 
3y2%  bonds  (P.  Ex.  18,  Tr.  351-352) ,  dated  June  1, 1935, 
due  June  1,  1965,  which  bonds  were  issued  under  and 
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pursuant  to  a  first  mortgage  and  deed  of  trust  from  j 
Duquesne  to  The  Union  Trust  Company  of  Pittsburgh  | 
(now  Mellon  National  Bank  and  Trust  Company),  and  | 
the  several  indentures  supplemental  thereto  (P.  Ex.  22) . 
Said  bonds  are  secured  by  a  first  lien  on  all  of  the  phys-  ! 
ical  property  of  Duquesne  and  by  certain  minor  collat-  | 
eral  (Tr.  352,  P.  Ex.  22).  These  bonds  were  issued  for 
the  purpose  of  refunding  an  equal  amount  of  4%%  bonds 
of  Duquesne,  of  which  $65,000,000  were  to  mature  on 
April  1,  1967  and  $5,000,000  thereof  were  to  mature  on  j 
March  1,  1957  (Tr.  352,  P.  Ex  22).  For  the  period  from , 
June  1, 1947  to  and  including  June  1, 1948  the  bonds  are 
redeemable  at  par  and  accrued  interest  and  a  premium  j 
of  3y4%  of  principal  amount  (P.  Ex.  22).  The  market! 
price  of  said  3%%  bonds  as  of  July  7, 1947,  was  104  and  ! 
for  the  month  of  April,  1947  said  bonds  were  quoted  at  i 
a  high  of  106y4  and  a  low  of  105%  (P.  Ex.  108).  The! 
gross  interest  savings  effected  by  the  issuance  of  said 
3%%  bonds  amounted  to  $700,000  per  annum.  The  said 
3%  %  bonds  of  Duquesne  are  now  in  the  process  of  being 
refunded1  pursuant  to  proceedings  now  pending  before 
the  Commission.  All  of  said  bonds  are  publicly  held  and 
none  are  held  by  companies  in  the  Standard  Gas  system 
(Tr.  366).  ! 

7.19  Duquesne  has  outstanding  an  issue  of  5% 
Cumulative  First  Preferred  Stock  consisting  of  275,000 
shares  of  the  par  value  of  $100  per  share  (Tr.  353,  P. 
Ex.  18)  all  of  which  is  publicly  owned,  and  none  of  which 

is  owned  by  any  company  in  the  Standard  Gas  system 
— 

*It  is  contemplated  that  on  or  about  September  30,  1947,! 
Duquesne  will  issue  and  sell  $75,000,000  principal  amount  of 
First  Mortgage  Bonds  due  August  1,  1977.  At  the  time  of  the 
issuance  and  sale  of  such  bonds,  Duquesne’s  First  Mortgage 
3 %%  Bonds  will  be  called  for  redemption  (see  File  No.  70- 
1582) .  The  proposed  new  bonds  will  be  secured  by  a  first  mort¬ 
gage  lien  on  all  the  physical  property  of  Duquesne. 
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(Tr.  353).  This  preferred  stock  was  issued  in  January 
and  December  of  1928  for  the  purpose  of  retiring  the  out¬ 
standing  7%  First  Preferred  Stock  of  the  company  for 
additions  and  betterments  of  the  property  of  the  com¬ 
pany,  and  for  other  corporate  purposes.  Since  the  issu¬ 
ance  of  said  5%  Preferred  Stock  there  has  never  been  a 
default  in  the  preferred  dividends  thereon  (Tr.  354). 

7.20  The  5%  Cumulative  First  Preferred  Stock  of 
Duquesne  is  entitled  to  cumulative  dividends  at  the  rate 
of  5%  per  annum  and  no  more,  payable  quarterly,  and 
no  dividends  can  be  declared  or  paid  on  any  other  class  of 
stock  until  all  cumulative  dividends  on  the  5%  Cumula¬ 
tive  First  Preferred  Stock  shall  be  declared  and  paid.  The 
5%  Cumulative  First  Preferred  Stock  is  subject  to  re¬ 
demption  at  any  time  at  110  and  accrued  dividends  to  re¬ 
demption  date.  In  the  event  of  any  voluntary  distribu¬ 
tion  by  Duquesne  of  capital  assets  among  stockholders, 
the  holders  of  the  5%  Cumulative  First  Preferred  Stock 
are  entitled  to  be  paid  $110  per  share  plus  accrued  divi¬ 
dends  before  any  sum  should  be  paid  or  any  assets  dis¬ 
tributed  to  the  holders  of  any  class  of  stock  other  than 
First  Preferred  Stock,  after  which  the  holders  of  the  5% 
Cumulative  First  Preferred  Stock  have  no  further  right 
or  claim  to  any  of  the  remaining  assets  of  Duquesne.  In 
the  event  of  any  involuntary  distribution  of  the  capital 
assets  or  of  dissolution  or  liquidation  of  the  company, 
the  holders  of  the  5%  Cumulative  First  Preferred  Stock 
are  entitled  to  receive  the  par  value  of  their  shares  plus 
accrued  dividends  before  any  sum  shall  be  paid  or  any 
assets  distributed  to  the  holders  of  any  class  of  stock 
other  than  the  First  Preferred  Stock.  Except  as  required 
by  the  laws  of  Pennsylvania,  the  holders  of  the  5% 
Cumulative  First  Preferred  Stock  have  no  voting  power 
on  any  question  unless  and  only  so  long  as  dividends 
thereon  aggregating  5%  of  the  par  value  thereof  shall 
have  accumulated  and  be  unpaid  thereon,  in  which  case 
such  holders  shall  be  entitled  to  one  vote  per  share.  For 
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i 

i 

i 

the  month  of  April,  1947,  the  5%  Cumulative  First  Pre-  j 
ferred  Stock  was  quoted  at  a  high  of  115%  and  a  low  of 
113y8  (P.  Ex.  109).  | 

i 

•  i 
! 

7.21  Duquesne  has  outstanding  an  issue  of  Common 
Stock  of  2,152,82 8  shares  of  no  par  value,  having  a  stated 
value  of  approximately  $26.39  per  share,  or  an  aggregate 
stated  value  of  $56,813,120  (Tr.  354;  P.  Ex.  18).  All  of 
said  Common  Stock  is  owned  by  Philadelphia  Company, 
and  2,040,000  shares  thereof  are  pledged  by  Philadelphia 
Company  as  security  for  the  presently  outstanding 
Bonds  and  Notes  of  Philadelphia  Company  mentioned  in 
Finding  7.3  hereof  (Tr.  354;  P.  Ex.  18).  The  charter 
documents  contain  no  limitations  or  restrictions1  on  the 


JIn  connection  with  the  issuance  of  Duquesne’s  Refund¬ 
ing  Bonds,  as  mentioned  in  Footnote  1  to  Finding  7.18  hereof, 
it  is  contemplated  that  the  Trust  Indenture  under  which  said 
bonds  will  be  issued  will  contain  a  dividend  restriction  sub¬ 
stantially  as  follows : 

.  i 

l 

Section  8.07.  So  long  as  any  of  the  bonds  of  the 
series  due  August  1,  1977  are  outstanding,  the  Company 
will  not  declare  any  dividend  on  its  common  stock  (other 
than  dividends  payable  solely  in  shares  of  common  stock) 
or  make  any  other  distribution  on  or  acquire  for  value 
any  shares  of  its  common  stock  (except  in  exchange  for 
shares  of  common  stock),  unless  after  such  declaration^ 
distribution  or  acquisition,  there  shall  remain  in  eame4 
surplus  the  sum  of  $7,800,000  less 

(a)  charges  to  earned  surplus  for  the  write-off 
of  any  capital  stock  expense  applicable  to  the  pre* 
ferred  stock  of  the  Company  outstanding  on  August 
1,  1947,  or  for  the  write-off  of  any  premiums,  dupliT 
cate  dividend  requirements,  and/or  expense  which 
may  be  incurred  in  connection  with  any  redemption 
of  said  preferred  stock; 

(b)  charges  to  earned  surplus  for  the  write-off 
of  unamortized  debt  discount  and  expense  carried  oh 
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the  books  of  the  Company  on  July  31,  1947  or  the 
write-off  of  any  premiums,  duplicate  interest  charges, 
and/or  expense  which  may  be  incurred  in  connection 
with  any  redemption  of  bonds  of  the  Company  out¬ 
standing  on  that  date,  provided,  however,  that  the 
charges  to  earned  surplus  permitted  by  this  subsec¬ 
tion  shall  not  in  the  aggregate  exceed  $2,900,000 ; 

(c)  charges  to  earned  surplus  for  write-offs  or 
write-downs  of  book  values  of  assets  owned  by  the 
Company  on  August  1,  1947  which  charges  are  ap¬ 
proved  by  or  made  pursuant  to  any  rule,  regulation, 
requirement  or  order  of  any  governmental  authority 
having  jurisdiction  in  the  premises  in  the  amount  at 
which  any  property  of  the  Company  was  carried  in 
its  plant  account  or  in  any  other  account  as  a  result 
of  transfer  from  its  utility  plant  account  as  shown 
on  its  books  at  such  date ;  and 

(d)  charges  to  earned  surplus  which,  in  accord¬ 
ance  with  good  accounting  practice,  are  applicable 
to  a  period  prior  to  August  1,  1947 

and  plus 

(1)  credits  to  earned  surplus  which,  in  accord¬ 
ance  with  good  accounting  practice,  are  applicable 
to  a  period  prior  to  August  1,  1947 ;  and 

(2)  the  amount,  if  any,  by  which  the  aggregate 
of  the  charges  included  or  reflected  in  operating  ex¬ 
pense  accounts  since  August  1,  1947  for  maintenance 
and  of  the  appropriations  from  income  and/or 
earned  surplus  since  said  date  for  retirements  and/ 
or  depreciation  of  its  plants  and  property  shall  have 
been  less  than  15%  of  the  gross  operating  revenues 
of  the  Company  during  such  period  after  the  deduc¬ 
tion  therefrom  of  an  amount  equal  to  the  cost  to  the 
Company  of  electric  energy  purchased  and  resold  and 
rentals  paid  by  the  Company  for  property  used  by 
it  in  the  generation,  transmission,  distribution  or  sale 
of  electric  energy  and  included  or  reflected  in  its 
operating  expense  accounts  during  such  period. 


I 
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dividend  rights  on  the  Common  Stock  other  than  the 
preferential  rights  of  the  5%  Cumulative  First  Pre¬ 
ferred  Stock  mentioned  in  Finding  7.20  hereof.  The  hold¬ 
ers  of  the  Common  Stock  have  exclusive  voting  rights, 
being  entitled  to  one  vote  for  each  share  of  said  stock 
held  by  them  of  record  on  all  matters  submitted  to  a  vote 
of  the  stockholders,  except  to  the  extent  to  which  hold¬ 
ers  of  5%  Cumulative  First  Preferred  Stock  are  given 
voting  rights  as  stated  in  Finding  7.20  hereof.  The  char-: 
ter  documents  contain  no  restrictions  or  limitations  op 
the  liquidation  rights  of  the  Common  Stock  other  than 
the  preferences  and  priority  of  the  5%  Cumulative  First 
Preferred  Stock  as  stated  in  Finding  7.20  hereof. 

i 

7.22  Duquesne  has  never  defaulted  in  dividends  oh 
any  of  its  Preferred  Stock  at  any  time  outstanding,  and 
all  such  dividends  have  been  paid  as  they  accrued.  Du¬ 
quesne  has  paid  dividends  on  its  Common  Stock  for 
many  years.  During  the  past  ten  or  fifteen  years  common 
dividends  have  averaged  slightly  more  than  $4  per  share! 
For  1944, 1945  and  1946  the  common  dividends  per  year 
have  been  $3.90,  $3.80,  $3.70  per  share.  Duquesne  has  a 
substantial  surplus  and  Duquesne  is  able  to  pay  out  sub¬ 
stantially  all  of  its  earnings  as  dividends  on  its  Common 
Stock  (Tr.  510,  511). 

7.23  As  of  December  31, 1945,  there  was  a  debit  to 

Duquesne’s  earned  surplus  in  the  amount  of  $5,253,402.02 
representing  “portion  of  electric  plant  adjustments  and 
electric  plant  acquisition  adjustments  arising  in  connec¬ 
tion  with  reclassification  of  property  written  off  to 
earned  surplus”  (C.  Ex.  A-39,  page  2;  C.  Ex.  A-7-(d) ; 
footnote  ( a )  to  Duquesne’s  balance  sheet  as  of  December 
31,1945).  j 

7.24  The  outstanding  securities  of  Duquesne  bear 
the  ratios  shown  below  to  the  combined  net  property  ac¬ 
counts  and  other  net  assets  of  Duquesne  and  subsidiary 
consolidated : 
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Duquesne  Light  Company  and  Subsidiary 
Property  Coverage  of  Outstanding 
Securities  as  of  December  31,  1946 

PROPERTY  BASE 

Combined  gross  property  accounts .  $193,322,714 

Less: 

Retirement  Reserves .  $40,890,097 

Depletion  Reserves — coal 

properties  .  961,996 

Reserve  for  Amortization 
of  leaseholds .  345,327  42,197,420 

Net  Property . 151,125,294 

Add: 

Investment  and  Funds  Accounts .  1,906,451 

Net  Current  Assets .  4,164,006 

Deferred  Charges  (excluding  unamor¬ 
tized  debt,  discount  and  expense  of 
$5,817,535)  less  deferred  credits .  1,462,224 


Net  Consolidated  Assets . 

$158,657,975 

Percent. 

SECURITIES 

of 

Property 

Amount 

Base 

Funded  Debt  held  by  public.. 

$  70,000,000 

44% 

5%  First  Preferred  Stock 

held  by  Public . 

27,500,000 

17% 

Balance  of  property  base  ap¬ 
plicable  to  Common  stock 

of  Duquesne . 

61,157,975 

39% 

Total  Property  Base.. 

$158,657,975 

100% 
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7.25  After  deducting  from  the  total  property  base 
mentioned  in  Finding  7.24  hereof,  the  principal  amount 
of  funded  debt  outstanding,  the  total  property  base  of  j 
Duquesne  is  $88,657,975,  as  the  property  base  for  Du-  j 
quesne’s  preferred  and  common  stocks.  In  relation  to  j 
this  base,  the  respective  interests  of  said  stocks  were  as  ; 
follows,  as  of  December  31, 1946 : 

i 

Percent. 

of  | 
Property  j 
Base 

31% 

i 

i 

69% 


100% 

7.26  The  following  table  shows  the  gross  income  | 
of  Duquesne  and  subsidiary,  the  fixed  charges,  the  pre¬ 
ferred  dividend  requirements,  and  the  “times  earned” 
ratios  for  each  of  the  years  ended  December  31,  1942, 
1943,  1944,  1945,  and  1946  (C.  Ex.  A-7-(a),  A-7-(b),  j 
A-7- ( c ) ,  A-7-(d)  and  Duquesne’s  Annual  Report  for  | 
1946,  incorporated  by  reference;  Tr.  2653) . 


Class  of  Stock  Amount 

First  Preferred  Stock .  $27,500,000 

Balance  of  Base  applicable  to 

Common  Stock  of  Duquesne  ...  61,157,975 

Total .  $88,657,975 
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DUQUESNE  LIGHT  COMPANY  AND  SUBSIDIARY 
Income,  Fixed  Charges  and  Dividends — 1942-1946 


1 

19U2 

19  US 

19  UU 

19U5 

19U6 

Gross  Income . 

$13,984,988 

$13,827,921 

$13,045,125 

$12,825,166 

$12,451,088 

Fixed  Charges: 

Interest  on  funded  debt.  $2,450,000 

$2,450,000 

$2,450,000 

$2,450,000 

$2,450,000 

Other  .  302,942 

660,638 

552,414 

553,667 

503,447 

Total  Fixed  Charges : . 

2,752,942 

3,110,638 

3,002,414 

3,003,667 

2,953,447 

Net  Income  . 

11,232,046 

10,717,283 

l 

10,042,711 

9,821,500 

9,497,641 

Preferred  Dividend  Requirement. . . . 

1,375,000 

1,375,000 

1,375,000 

1,375,000 

1,375,000 

Net  Income  After  Preferred  Dividends 

$  9,857,046 

$  9,342,283 

$  8,667,711 

$  8,446,500 

$  8,122,641 

Times  Fixed  Charges 

Earned  . 

5.08 

4.45 

4.34 

4.27 

4.22 

Times  Preferred  Dividends  Earned, 
After  Provisions  for  Fixed  Charges 

8.17 

7.79 

7.30 

7.14 

6.91 

Times  Fixed  Charges  and  Preferred 
Dividend  Requirements  Earned .... 

3.39 

3.08 

2.98 

2.93 

2.88 

Findings  Requested  by  Philadelphia  Co.  2563a  j 

7.27  Steam  Heating  has  outstanding  50,000  shares  j 
of  Common  Stock  of  the  par  value  of  $50  per  share,  or  an  j 
aggregate  par  value  of  $2,500,000.  The  company  has  no  ! 
preferred  stock  or  funded  debt  outstanding.  It  is  indebt-  | 
ed  to  Duquesne  on  a  demand  note  dated  June  15,  1935,  j 
in  the  principal  amount  of  $1,650,000,  on  which  interest 
has  been  paid  to  date  (Tr.  523,  524;  P.  Ex.  18;  C.  Ex.  j 
A-29,  Schedule  F,  page  1).  There  are  no  public  holders 
of  any  of  the  securities  of  Steam  Heating,  all  securities 
being  owned  by  Duquesne  and  being  pledged1  under  the 
indenture  which  secures  Duquesne’s  First  Mortgage 
3V2%  Bonds. 

7.28  Pittsburgh  and  West  Virginia  has  outstanding 

344,000  shares  of  Common  Capital  Stock  without  par  j 

value,  the  aggregate  applicable  stated  value  thereof  be- 
■ 

JIn  connection  with  the  refunding  of  Duquesne’s  First  I 
Mortgage  3^2%  Bonds,  mentioned  in  Footnote  1  to  Finding  j 
7.18  hereof,  it  is  contemplated  that,  upon  the  consummation  j 
of  said  refunding  program,  the  Steam  Heating  securities  will  j 
be  released  from  this  pledge,  and  will  not  be  pledged  under  the  j 
Indenture  securing  Duquesne’s  new  Refunding  Bonds.  The  j 
Commission  by  order  issued  September  12, 1947,  at  File  No.  70- 
1582,  made  effective  a  declaration  on  Form  U-l  filed  by  Du-  j 
quesne  and  Steam  Heating  in  respect  of  the  transaction  here¬ 
inafter  described  which  it  is  proposed  will  take  place  on  or  i 
before  September  30,  1947,  viz..  Steam  Heating  will  issue  to 
Duquesne  and  Duquesne  will  accept  33,000  shares  of  Steam 
Heating’s  Capital  Stock  at  its  par  value  of  $50  per  share  in ! 
payment  of  $1,650,000  of  indebtedness  due  from  Allegheny  to 
Duquesne ;  Steam  Heating  will  issue  and  sell  to  Duquesne  and 
Duquesne  will  purchase  for  cash  13,000  additional  shares  of 
Steam  Heating’s  Capital  Stock  at  its  par  value  of  $50  per 
share,  that  is  to  say,  an  aggregate  cash  consideration  of 
$650,000;  Steam  Heating  will  pay  to  Duquesne  as  the  sole 
holder  of  its  Capital  Stock  a  dividend  of  $1,200,000  on  the 
total  amount  of  its  Capital  Stock  to  be  outstanding  after  giving 
effect  to  the  foregoing  transactions. 
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ing  $8,600,000.  All  of  said  stock  is  owned  by  Philadelphia 
Company,  and  Pittsburgh  and  West  Virginia  has  no  pub¬ 
licly  held  securities.1 

7.29  The  book  value  of  the  property,  plant  and 
equipment  (including  intangibles)  of  Pittsburgh  and 
West  Virginia  as  of  December  31, 1946,  is  $21,965,194.35 
(P.  Ex.  78,  page  15).  The  original  cost  reports  filed  by 
Pittsburgh  and  West  Virginia  with  the  Federal  Power 
Commission  and  with  the  West  Virginia  Public  Service 
Commission  show  $9,552,052  excess  of  original  cost  over 
book  value.  In  the  pending  rate  proceeding  before  the 
Federal  Power  Commission  at  F.P.C.  Docket  No.  G-635 
involving  the  rates  of  Pittsburgh  and  West  Virginia,  the 
Federal  Power  Commission’s  staff  recognizes  $6,999,219 
of  said  amount  as  properly  includable  in  that  company’s 
account  for  plants  in  service.  In  that  proceeding,  the  Fed¬ 
eral  Power  Commission  staff  introduced  in  evidence  Ex¬ 
hibit  209  prepared  by  the  Bureau  of  Accounts,  Finance 
and  Rates  of  the  Division  of  Accounts,  and  approved  by 
the  Chief  of  that  Bureau,  although  no  ruling  has  been 
made  thereon  by  the  Federal  Power  Commission.  Said 
exhibit  consists  of  a  balance  sheet  as  of  December  31, 
1945  of  Pittsburgh  and  West  Virginia,  which  includes 
said  $6,999,219  as  a  credit  adjustment  to  Account  107. 
Said  exhibit  also  recognizes  a  deficiency  of  $1,810,382  in 
the  reserve  for  depreciation  and  depletion.  This  leaves 
$5,188,837  of  said  $6,999,219  which  at  least  is  properly 
includable  in  earned  surplus  of  Pittsburgh  and  West  Vir¬ 
ginia  (Tr.  318,  319) .  Giving  effect  to  the  aforesaid  credit 
adjustment  to  Account  107  and  the  deficiency  in  the  re¬ 
serve  for  depreciation  and  depletion,  the  corresponding 
adjusted  figures  for  Pittsburgh  and  West  Virginia  would 
be  as  follows,  as  of  December  31,  1946 : 


1Under  the  Section  11  (e)  Plan,  Pittsburgh  and  West  Vir¬ 
ginia  will  be  recapitalized  (see  Section  34(f)  of  the  Plan). 
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Property,  plant  and  equipment  as  per 
books  . $21,965,194.35 

Add:  Credit  adjustment  to  Account  107....  6,999,219.00 

Adjusted  property,  plant  and  equip¬ 
ment  . $28,964,413.35 

Retirement  Reserve  as  per  books . $13,995,970.53 

Add:  Deficiency  in  reserve  for  depletion 

and  depreciation .  1,810,382.00  j 

Adjusted  Retirement  Reserve . $15,806,352.53 

Earned  surplus  as  per  books . $15,782,748.12  ! 

Add:  Adjustment  equal  to  difference  be¬ 
tween  the  credit  adjustment  to  | 

Account  107  and  the  deficiency  in 
reserve  for  depletion  and  depre-  j 

ciation .  5,188,837.00  | 

$20,971,585.12  j 

■  —  i 

i 

7.30  Equitable  Gas  has  an  issue  of  33,000  shares  of  j 
Common  Capital  Stock,  par  value  of  $100  per  share,  or  j 
an  aggregate  par  value  of  $3,300,000,  all  of  which  is 
owned  by  Pittsburgh  and  West  Virginia.  Equitable  Gas 
also  has  outstanding  certain  notes  and  open  accounts,  j 
all  of  which  are  owed  to  companies  in  the  Philadelphia 

Company  system1  (Tr.  2543,  2544;  P.  Ex.  18). 

— 

1Under  Amendment  No.  1  to  the  Section  11(e)  Plan,  j 
Pittsburgh  and  West  Virginia  will  transfer  to  Philadelphia 
Company  all  capital  stock  of  Equitable  Gas;  likewise,  under 
said  Plan,  all  notes  and  open  accounts  not  current  owed  by 
Equitable  Gas  will  be  cancelled  and  eliminated  (see  Par.  34(a)  | 
and  (b) ) ;  also  under  said  Amendment,  Equitable  Gas  will  | 
issue  additional  common  stock  and  $15,000,000  of  first  mort¬ 
gage  bonds,  as  more  fully  stated  in  Par.  34(d)  and  (e)  of 
said  Plan,  as  amended.  j 
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7.31  The  property,  plant  and  equipment  of  Equi¬ 
table  Gas  as  of  December  31, 1946,  as  per  books  amount¬ 
ed  to  $6,663,404.32.  As  of  December  31,  1941,  Equitable 
Gas  filed  with  the  Pennsylvania  Public  Utility  Commis¬ 
sion  and  with  the  Federal  Power  Commission  its  report 
with  respect  to  the  original  cost  of  its  properties  as  of 
December  31, 1938.  These  reports  include  supplementary 
data  with  respect  to  the  original  cost  of  the  gas  property 
leased1  from  Philadelphia  Company — see  Finding  7.29 
hereof.  These  reports  and  supplementary  data  with  re¬ 
spect  to  the  gas  properties  indicate  an  excess  of  book 
value  over  original  cost  when  first  devoted  to  public  use, 
as  follows : 

With  respect  to  the  property,  plant  and 

equipment  of  Equitable  Gas . $  206,545.79 

Gas  properties  of  Philadelphia  Company 
leased  to  Equitable  Gas .  5,733,094.11 

Total  . $5,939,639.90 

The  regulatory  commissions  with  which  the  reports  were 
filed  have  not  as  yet  issued  any  orders  approving  these 
reports  or  directing  that  any  segregations  or  reclassifi¬ 
cations  be  made.  The  companies  in  question  have  as  yet 
made  no  reclassification  entries  in  their  accounts  and  are 
unable  to  state  the  ultimate  effect  of  the  reclassifications 
upon  their  accounts,  and  they  make  no  representation  as 
to  what  reclassification  entries  they  will  be  required  to 
make  or  what  the  company’s  depreciation,  depletion  and 
amortization  charges  will  be  under  the  systems  and  ac¬ 
counts  (Tr.  454;  P.  Ex.  78). 


xUnder  Amendment  No.  1  of  the  Section  11(e)  Plan, 
Philadelphia  Company  will  transfer  to  Equitable  Gas  all  nat¬ 
ural-gas  producing,  transmission  and  distribution  properties 
presently  owned  by  Philadelphia  Company,  and  the  leases  from 
Philadelphia  Company  to  Equitable  Gas  mentioned  in  Finding 
1.6  hereof,  will  be  cancelled  and  eliminated. 


V 
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i 

| 

7.32  Philadelphia  Oil  Company  has  outstanding  | 

40,200  shares  of  common  capital  stock  of  the  par  value 
of  $50  per  share,  or,  an  aggregate  par  value  of  I 
$2,010,000.  It  has  no  other  securities  outstanding  and  j 
all  of  said  capital  stock  is  owned  by  Pittsburgh  and  West 
Virginia.  The  book  value  of  its  property,  plant  and  equip-  j 
ment1  as  of  December  31, 1946  was  $2,248,961.37  (P.  Ex.  i 
78).  | 

7.33  Finleyville  has  outstanding  five  shares  of  com¬ 
mon  capital  stock  of  the  par  value  of  $100  per  share,  of  i 
an  aggregate  par  value  of  $500.  Finleyville  is  also  indebt-  j 
ed  to  Philadelphia  Company  upon  a  demand  note.  All  of  j 
said  common  capital  stock  and  the  entire  amount  due  \ 
upon  said  note  is  owned  by  Philadelphia  Company,  and 
Finleyville  has  no  outstanding  securities  owned  by  the 
public2. 

I 

7.34  Cheswick  and  Harmar,  Equitable  Auto,  Equi¬ 
table  Real  Estate,  and  Equitable  Sales  Company,  each  j 
has  an  issue  of  common  capital  stock  outstanding,  the  I 
entire  amount  of  each  of  said  issues  being  owned  by  | 
Philadelphia  Company.  None  of  said  companies  has  any 
preferred  stock  outstanding.  Equitable  Real  Estate  and  ! 
Equitable  Sales  Company  have  outstanding  certain  de-  j 
mand  notes,  all  of  which  are  owned  by  Philadelphia  Com¬ 
pany.  Equitable  Real  Estate  has  outstanding  a  4%  real 
estate  mortgage  covering  the  central  building  at  435  j 
Sixth  Avenue,  Pittsburgh,  Pennsylvania,  maturing  ser¬ 
ially  to  November  29,  1957,  on  which  the  balance  owing 
as  of  December  31,  1946  was  $1,098,941.  This  mortgage  j 

1Under  the  Section  11(e)  Plan,  Philadelphia  Oil  will! 
transfer  all  of  its  properties  to  Pittsburgh  and  West  Virginia, ! 
and  thereafter  Philadelphia  Oil  will  dissolve. 

2Under  Amendment  No.  1  to  the  Section  11  (e)  Plan,  Fin¬ 
leyville  will  sell  all  of  its  natural  gas  properties  to  Equitable 
Gas,  and  thereafter  Finleyville  will  be  liquidated  and  dissolved. 
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is  owing  to  persons  outside  the  Philadelphia  Company 
system  and  was  issued  on  May  29,  1940  for  the  purpose 
of  retiring  then-outstanding  6%  bonds  of  Equitable  Real 
Estate  (Tr.  364,  P.  Ex.  78  and  18) . 

7.35  Consolidated  Gas  has  outstanding  40,000  shares 
of  Preferred  Stock  of  the  par  value  of  $50  per  share,  or 
an  aggregate  par  value  of  $2,000,000.  Of  the  shares  so 
outstanding,  5404  shares  thereof  are  owned  by  Philadel¬ 
phia  Company  and  the  remaining  34,596  shares  are  pub¬ 
licly  held.  Consolidated  Gas  also  has  outstanding  80,000 
shares  of  Common  Stock  of  $50  par  value,  or,  an  aggre¬ 
gate  par  value  of  $4,000,000  (Tr.  364,  365).  All  of  said 
common  stock  is  owned  by  Philadelphia  Company.  Con¬ 
solidated  Gas  also  has  outstanding  a  non-interest  bear¬ 
ing  note  in  the  amount  of  $1,131,353.69,  which  is  held 
and  owned  by  Philadelphia  Company  (P.  Ex.  18). 

7.36  The  preferred  stock  of  Consolidated  Gas  was 
issued  in  June,  1898,  for  the  purpose  of  acquiring  securi¬ 
ties  of  other  gas  companies  (Tr.  365) . 

7.37  The  preferred  stock  of  Consolidated  Gas  is  en¬ 
titled  to  cumulative  dividends  at  the  rate  of  6%  per 
annum  before  the  payment  of  any  dividends  on  the  com¬ 
mon  stock,  and  said  preferred  stock  is  non-callable.  Phil¬ 
adelphia  Company  has  guaranteed  that  the  registered 
holders  of  said  preferred  stock  shall  receive  dividends 
at  the  rate  of  4%  per  annum,  payable  semi-annually,  as 
more  fully  hereinafter  stated  in  Finding  7.66  hereof  ( Tr. 
364-366,  P.  Ex.  18). 

7.38  Consolidated  Gas  owns  no  property  and  has  no 
operations  at  the  present  time  ( Tr.  234,  365,  561 ) . 

7.39  The  preferred  stock  of  Consolidated  Gas  has 
no  preference  or  priority  over  the  common  stock  in  the 
event  of  liquidation  or  dissolution  except,  in  the  opinion 
of  the  company’s  counsel,  to  the  extent  of  cumulative 
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unpaid  dividends  at  the  rate  of  6%  per  annum  from  the  j 
date  of  issuance,  but  after  such  payment  it  is  not  entitled  I 
to  participate  with  the  common  capital  stock  in  any  re-  j 
maining  earned  surplus  earned  subsequent  to  the  issu-  j 
ance  of  the  preferred  stock.  The  preferred  stock  has  no  j 
preference  or  priority  in  the  event  of  the  merger  of  the  j 
company  (Tr.  2605). 

i 

7.40  The  preferred  stock,  the  common  stock,  and  j 
the  notes  of  Consolidated  Gas,  owned  as  aforesaid  by 
Philadelphia  Company,  are  each  carried  on  the  books  of 
Philadelphia  Company  at  the  nominal  figure  of  $1. 

•  i 

7.41  Kentucky-West  Virginia  has  outstanding  the 

following  securities :  ! 

(a)  29,375  shares  of  5%  Cumulative  First  Pre¬ 
ferred  Stock  of  a  par  value  of  $100  per  share, 
or  an  aggregate  par  value  of  $2,937,500. 

(b)  54,075  shares  of  7%  Cumulative  Second  Pre-  j 
f  erred  Stock  of  a  par  value  of  $100  per  share,  or  j 
an  aggregate  par  value  of  $5,407,500. 

(c)  100,000  shares  of  Common  Stock  without  par| 
value,  having  an  aggregate  stated  value  of  i 
$1,304,715.04. 

I 

All  of  said  5%  Cumulative  First  Preferred  Stock  is 
owned  by  Louisville  Gas  and  Electric  Company  (Ken¬ 
tucky).  Louisville  Gas  and  Electric  Company  (Dela¬ 
ware)  owns  85.43%  of  the  voting  stocks  of  Louisville 
Gas  and  Electric  Company  (Kentucky),  and  Standard 
Gas  owns  93.9%  of  the  voting  stocks  of  Louisville  Gas 
and  Electric  Company  (Delaware).  Of  the  7%  Cumula-! 
tive  Second  Preferred  Stock,  51,250  shares  of  an  aggre¬ 
gate  par  value  of  $5,125,000  are  owned  by  Philadelphia 
Company,  and  2,825  shares  of  an  aggregate  par  value  of 
$282,500  are  owned  by  Pittsburgh  and  West  Virginia. 
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Of  said  outstanding  Common  Stock,  60,000  shares  there¬ 
of  having  an  aggregate  stated  value  of  $782,829.02  are 
owned  by  Philadelphia  Company,  and  40,000  shares  of 
an  aggregate  stated  value  of  $521,886.02  are  owned  by 
Louisville  Gas  and  Electric  Company  (Kentucky)  (P. 
Ex.  18;  Tr.  367).  None  of  the  securities  of  Kentucky- 
West  Virginia  is  publicly  held,  and  all  of  the  securities 
of  said  Company  are  held  and  owned  within  the  Stand¬ 
ard  Gas  System  (P.  Ex.  18). 

7.42  All  of  said  capital  stocks  of  Kentucky-West 
Virginia  were  issued  upon  or  immediately  after  the  or¬ 
ganization  of  the  Company,  the  facts  with  reference  to 
‘the  organization  and  incorporation  being  set  out  in  Find¬ 
ings  1.7,  6.10-6.14  hereof,  and  were  issued  against  cash 
in  the  amount  of  $224,100.14  and  gas  producing  proper¬ 
ties  and  gas  reserves  of  a  value  of  $11,669,715.04  ( C.  Ex. 
A-55 —  Ky.  W.  Va.  Gas  Co. ) .  Because  of  the  fact  that  the 
eastern  Kentucky  fields  were  in  a  relatively  early  state 
of  development  at  the  time  said  stocks  were  issued,  be¬ 
cause  the  potentialities  of  the  gas  fields  acquired  were 
far  from  certain,  because  Louisville  Gas  and  Electric 
Company  had  pioneered  in  development  of  gas  produc¬ 
ing  territory  in  eastern  Kentucky  and  already  had  an 
available  supply  of  natural  gas,  and  because  of  the  in¬ 
sistence  of  Louisville  Gas  and  Electric  Company  that  the 
return  which  it  theretofore  had  been  receiving  for  its 
gas  properties  be  not  jeopardized  by  its  being  included 
in  the  joint  enterprise,  the  5%  Cumulative  First  Pre¬ 
ferred  Capital  stock  of  Kentucky-West  Virginia  was 
issued  to  Louisville  Gas  and  Electric  Company  (Dela¬ 
ware)  or  its  affiliates,  the  7%  Cumulative  Second  Pre¬ 
ferred  Stock  was  issued  to  Philadelphia  Company  and  its 
affiliates,  and  the  Common  Stock  was  issued  to  the  two 
companies  in  the  proportions  mentioned  in  Finding  7.41 
hereof  (Tr.  491-492). 
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7.43  At  May  31,  1946,  Kentucky-West  Virginia  re¬ 
corded  a  reclassification  of  its  property,  plant  and  equip-  'j 
ment  accounts  as  of  December  31,  1939  as  required  by 
the  uniform  system  of  accounts  for  gas  utilities.  The  re¬ 
classification  entries  are  based  upon  original  cost  reports 
filed  by  the  Company  with  the  Public  Service  Commis¬ 
sion  of  Kentucky  and  the  Federal  Power  Commission, 
and  are  in  compliance  with  an  order  issued  by  the  Fed-  j 
eral  Power  Commission  under  date  of  May  3,  1946  (C. 
Ex.  A-27)  and  concurred  in  by  the  Public  Service  Com¬ 
mission  of  Kentucky  (C.  Ex.  A-25) .  The  reclassification 
of  Kentucky-West  Virginia’s  property  accounts  (includ¬ 
ing  accounts  for  other  physical  property)  and  related 
adjustments  resulted  in  a  reduction  of  $2,567,352  in  the 
gross  book  value  of  the  Company’s  property  as  of  May 
31, 1946  (P.  Ex.  78,  page  29;  Tr.  550). 

As  of  December  31,  1946,  the  property,  plant  and 
equipment  (at  original  cost)  are  carried  on  the  books 
of  Kentucky- West  Virginia  at  $24,327,414  against  which 
there  is  a  reserve  of  $14,105,748,  or  a  net  book  value  of 
$10,221,666  (P.  Ex.  78,  page  17). 

i 

A  condensed  corporate  balance  sheet  of  Kentucky- 
West  Virginia  as  of  December  31, 1946,  shows  the  follows 
ing  (P.  Ex.  78) : 


I 

i 

i 

i 

i 


i 


2572a  Findings  Requested  by  Philadelphia  Co. 


ASSETS  Total  Assets 

Property,  plant  and 


equipment  . $24,327,415 

Current  assets  .  1,835,128 

Deferred  charges .  65,265 

Total  Assets . $26,227,808  $26,227,808 


LIABILITIES 

Total 

Capitalization  Total 
and  Surplus  Liabilities 

Current  liabilities  . $  682,597 

Deferred  credit .  690 

Reserves  .  14,105,748 

Contributions  in  aid  of 
construction .  4,212 

$14,793,247  $14,793,247 

Preferred  stock : 

5%  Cumulative  first 

preferred . $  2,937,500 

7%  Cumulative  second 
preferred1  .  5,407,500 

$  8,345,000  $  8,345,000 

Common  stock  and  surplus : 

Common,  stated  value2 .  $  1,304,715 

Earned  surplus3  .  1,784,846 

$  3,089,561  3,089,561 

$11,434,561  11,434,561 

Total  Liabilities . $26,227,808 

1This  issue  is  owned  by  Philadelphia  Company  and  its 
wholly  owned  subsidiary,  Pittsburgh  and  West  Virginia  (F. 
7.41). 

2Of  this  amount,  shares  of  an  aggregate  stated  value  of 
$782,829  are  owned  by  Philadelphia  Company  (F.  7.41). 

3The  common  stock  of  Kentucky-West  Virginia  owned  by 
Philadelphia  Company  represents  $1,070,908  of  this  amount 
(F.  7.41). 


- - 


Findings  Requested  by  Philadelphia  Co.  2573a 

Securities  of  Kentucky-West  Virginia  held  by  Phil¬ 
adelphia  Company  and  its  wholly  owned  subsidiary, 
Pittsburgh  and  West  Virginia,  represent  63.50%  of  the 
total  capitalization  and  surplus  of  Kentucky-West  Vir-  j 
ginia.  j 

7.44  The  property  accounts  and  other  net  assets  of  ! 
Kentucky-West  Virginia,  as  of  December  31,  1946,  are 
as  follows : 

i 

KENTUCKY-WEST  VIRGINIA 

! 

Property  Coverage  of  Outstanding 
Securities  as  of  December  31, 1946 


PROPERTY  BASE  j 

! 

Property,  Plant  and  Equipment 

(at  original  cost) .  $24,327,414  | 

i 

Less: 

Reserves  .  13,959,229 


Net  Property  . > .  $10,368,185! 

Add:  | 

Net  Current  Assets .  1,152,531 

Deferred  Charges,  less  deferred  credits..  64,575 


Net  Consolidated  Assets .  $11,585,291 


The  securities  of  Kentucky-West  Virginia  owned 
by  Philadelphia  Company  and  its  wholly-owned  sub¬ 
sidiary,  Pittsburgh  and  West  Virginia,  represent  63.50% 
of  the  net  consolidated  assets  of  Kentucky-West  Vir¬ 
ginia. 

7.45  A  condensed,  consolidated  balance  sheet  of 
Philadelphia  Company  and  subsidiaries  (not  including 
Pittsburgh  Railways  and  subsidiaries  and  other  street 
railway  subsidiaries  of  Philadelphia  Company)  as  of 
December  31,  1946  is  as  follows  (P.  Ex.  78,  p.  4) : 


I 


- 


2574a  Findings  Requested  by  Philadelphia  Co. 


ASSETS 

Property,  Plant  and  Equip¬ 
ment: 

Properties  of  companies 
for  which  original  cost 
adjustments  have  been 


recorded  .  $209,394,085 

Properties  of  companies 
for  which  original  cost 
studies  have  not  been 

completed  .  68,515,597 

Properties  of  companies 
for  which  original  cost 
studies  are  not  required  16,699,228 


$294,608,910 

Excess  of  cost  of  invest¬ 
ment  in  subsidiaries 
over  net  book  value  at 


dates  of  acquisition .  5,431,606 


Total  . 

Investments  in  street 

railway  companies .  $  74,962,785 

Less  reserves  and  de¬ 
ferred  credits  .  46,678,715 


Net  investments  in  street  railway  com¬ 
panies  . . . 

Other  investment  and  fund  accounts . 

Current  Assets  . 

Deferred  charges . 

Capital  stock  expense  subsidiary  com¬ 
panies  . 


$300,040,516 


28,284,070 

1,856,430 

29,426,168 

11,667,323 

307,207 


Total 


$371,581,714 


Findings  Requested  by  Philadelphia  Co.  2575a 
LIABILITIES  Percent. 


Current  Liabilities  .  $19,811,772 

Deferred  credits  .  1,102,372 

Reserves  .  94,000,398 

Contributions  in  aid  of  con¬ 
struction  .  843,505 

Total  . 

Funded  Debt: 

Philadelphia  Company .  $52,492,000 

Duquesne  . .  70,000,000 

Equitable  Real  Estate .  1,098,941 

Total  . 

Preferred  Stock: 

Philadelphia  Company .  $39,959,600 

Duquesne  . .  27,500,000 

Kentucky-West  Virginia .  2,937,500 

Consolidated  Gas .  1,729,800 

Total  . 

Common  Stock  : 

Philadelphia  Company .  $37,633,684 

Kentucky-West  Virginia .  521,886 

Total  . 

Surplus: 

Special  capital  surplus .  $  9,385,367 

Surplus  invested  in  capital 
stock  of  Philadelphia  Com¬ 
pany  reacquired .  3,421 

Paid-in  surplus  —  Philadel¬ 
phia  Company  .  699,993 

Minority  interest  in  surplus 
of  a  subsidiary  company....  713,939 

Earned  surplus  .  11,147,536 

Total  . 


Total  Common  Stock  and 

Surplus . 

Total  Capitalization  and 
Surplus  . . 


Common  Capitali-  of 

Stock  and  zation  and  Total  Capitali - 

Surplus  Surplus  Liabilities  zation 


$115,758,047 


$123,590,941  48.31% 


72,126,900  28.19% 


$38,155,570 


21,950,256 


$60,105,826  $60,105,826  23.50% 


Total  Liabilities 


255,823,667 


$255,823,667  100% 
$371,581,714 
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7.46  The  balance  sheet  of  Philadelphia  Company 
and  subsidiaries  (not  including  Pittsburgh  Railways 
and  subsidiaries  and  other  street  railways  subsidiaries 
of  Philadelphia  Company)  appearing  in  Finding  7.45, 
show  the  following: 

Percent¬ 
age  of 
Total 
Capitalv- 

Arrvowrit  zation 

Publicly  held  debt  of  subsidiaries  $  71,098,941  27.79% 
Publicly  held  preferred  stock  of 
subsidiaries  .  32,167,300  12.58% 

Publicly1  held  common  stock  of 

a  subsidiary2  .  1,235,825  0.48% 

Book  value  of  publicly  held 
securities  of  subsidiaries..  $104,502,066  40.85% 

Balance  of  total  consolidated  cap¬ 
italization  applicable  to  securi¬ 
ties  of  Philadelphia  Company..  151,321,601  59.15% 

Total  consolidated  capitali¬ 
zation  and  surplus .  $255,823,667  100% 

7.47  After  adjusting  the  figures  in  Finding  7.45 
in  order  to  give  effect  to  adjustments  in  the  accounts 
of  Pittsburgh  and  West  Virginia  to  conform  with  origi¬ 
nal  costs  (see  F.  7.43),  the  following  is  a  condensed 
consolidated  balance  sheet  of  Philadelphia  Company 
(not  including  Pittsburgh  Railways  and  subsidiaries 
and  other  street  railway  subsidiaries  of  Philadelphia 
Company)  with  capitalization  ratios  as  of  December 
31,  1946: 

1Held  by  an  affiliate  of  Philadelphia  Company, 
including  minority  interest  in  surplus  of  the  subsidiary. 
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ASSETS 

Property,  Plant  and  Equip¬ 
ment: 

Properties  of  companies 
for  which  original  cost 
adjustments  have  been 

recorded  .  $216,393,304 

Properties  of  companies 
for  which  original  cost 
studies  have  not  been 

completed  .  68,515,597 

Properties  of  companies 
for  which  original  cost 
studies  are  not  required  16,699,228 


$301,608,129 

Excess  of  cost  of  invest¬ 
ment  in  subsidiaries 
over  net  book  value  at 


dates  of  acquisition .  5,431,606 


Total . 

Investments  in  street 

railway  companies .  $  74,962,785 

Less  reserves  and  de¬ 
ferred  credits  .  46,678,715 


Net  investment  in  street  railway  com 
panies  . 

Other  investment  and  fund  accounts . 

Current  Assets . 

Deferred  charges . 

Capital  stock  expense  subsidiary  com¬ 
panies  . 


$307,039,735 


28,284,070 

1,856,430 

29,426,168 

11,667,323 

307,207 


Total 


$378,580,933 


I 
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LIABILITIES 

Percent. 

Common, 

Capitali- 

of 

Stock  and 

zation  and 

Total 

Capitali- 

Surplus 

Surplus 

Liabilities 

zation. 

Current  Liabilities . 

$19,811,772 

Deferred  credits  . 

1,102,372 

Reserves  . 

95,810,780 

Contribution  in  aid  of  con- 

struction  . 

843,505 

Total  . 

$117,568,429 

Funded  Debt: 

Philadelphia  Company  . 

$52,492,000 

Duquesne  . 

70,000,000 

Equitable  Real  Estate . 

1,098,941 

Total  . 

$123,590,941 

47.35% 

Preferred  Stock: 

Philadelphia  Company  . 

$39,959,600 

Duquesne  . 

27,500,000 

Kentucky-West  Virginia  .... 

2,937,500 

Consolidated  Gas . 

1,729,800 

Total  . 

! 

72,126,900 

27.63% 

Common  Stock: 

Philadelphia  Company . 

$37,633,684 

Kentucky-West  Virginia . 

521,886 

Total .  $38,155,570 


Surplus : 

Special  capital  surplus .  $  9,385,367 

Surplus  invested  in  capital 
stocks  of  Philadelphia 

Company  reacquired .  3,421 

Paid-in  surplus  —  Philadel¬ 
phia  Company  .  699,993 

Minority  interest  in  surplus 
of  a  subsidiary  company....  713,939 

Earned  Surplus .  16,336,373 

Total .  27,139,093 

Total  Common  Stock  and  - - 

Surplus .  $65,294,663  $  65,294,663  25.02% 

Total  Capitalization  and  _  _ 


Surplus .  $261,012,504  $261,012,504  100% 

Total  Liabilities .  $378,580,933 


Findings  Requested  by  Philadelphia  Co.  2581a  j 

i 

7.48  The  balance  sheet  of  Philadelphia  Company 
and  subsidiaries  (not  including  Pittsburgh  Railways  and  j 
subsidiaries  and  other  street  railway  subsidiaries  of  j 
Philadelphia  Company)  appearing  in  Finding  7.47  here¬ 
of,  shows  the  following: 

Percent-  j 

age  of  | 

Total 

Capitali-  j 

Amount  zation 
-  - 

i 

Publicly  held  debt  of  subsidiaries  $  71,098,941  27.24% 
Publicly  held  preferred  stock  of 

subsidiaries  .  32,167,300  12.32% 

Publicly1  held  common  stock  of  a 
subsidiary2  .  1,235,825  0.47% 

Book  Value  of  publicly  held 
securities  of  subsidiaries..  $104,502,066  40.03% 

i 

Balance  of  total  consolidated  cap¬ 
italization  applicable  to  securi¬ 
ties  of  Philadelphia  Company..  156,510,438  59.97%  \ 

Total  consolidated  capitali¬ 
zation  and  surplus .  $261,012,504  100%  | 

" 

i 

1Held  by  an  affiliate  of  Philadelphia  Company, 
including  minority  interest  in  surplus  of  the  subsidiary. 
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7.49  The  outstanding  securities  of  Philadelphia 
Company  and  subsidiaries  consolidated  (not  including 
Pittsburgh  Railways  and  subsidiaries  and  other  street 
railway  subsidiaries  of  Philadelphia  Company)  as  of 
December  31,  1946,  bear  the  ratio  shown  below  to  the 
combined  net  property  accounts  and  other  net  assets 
of  Philadelphia  Company  and  subsidiaries  consolidated, 
excluding,  as  above  stated: 

PROPERTY  BASE 

Combined  Gross  Property  Ac¬ 
counts  .  $300,040,516 

Less :  Retirement  and  other 
reserves :  .  93,118,213 


Net  Property .  $206,922,303 

Add:  Net  investment  and 
fund  accounts  .  30,140,500 


237,062,803 

Net  current  assets  (after  deducting 
$154,000  representing  cash  on  deposit 


for  payment  of  bonds  called  for  pay¬ 
ment)  .  9,460,396 

Deferred  charges  (excluding  unamortized 
debt,  discount  and  expense ) ,  less  deferred 
credits  .  1,049,652 

Net  Consolidated  Assets .  $247,572,851 
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SECURITIES 


Funded  debt  held  by  pub¬ 
lic1: 

Philadelphia  Company.  $52,338,000 
Duquesne  Light  Co.  . . .  70,000,000 

Equitable  Real  Estate 
Co.  Mortgage .  1,098,941 

Preferred  Stock  held  by 
public: 

Philadelphia  Company.  $39,959,600 
Duquesne  Light  Co. . . .  27,500,000 

Ky.-W.  Va.  Gas  Co.  5% 

preferred  .  2,937,500 

Consolidated  Gas .  1,729,800 


Percent, 
of  Net  j 
Consoli¬ 
dated 
Assets  ! 


$123,436,941  50% 


Total  . 

Balance  of  property  base  applicable  to 
common  stock  of  Phila.  Co.  and  sub¬ 
sidiaries  . 


72,126,900  29% 


52,009,010  21% 


$247,572,851 

Ratio  of  total  funded  debt  held  by  public  to  net  plant, 

property,  and  equipment . 

Ratio  of  total  funded  debt  held  by  public  to  net  plant, 
property,  and  equipment,  investments,  and  net  cur¬ 
rent  assets,  and  deferred  charges  (excluding  un¬ 
amortized  debt,  discount  and  expense)  less  deferred 

credits  . 

Ratio  of  total  funded  debt  and  preferred  stocks  held 
by  public  to  net  plant,  property,  and  equipment, 
investments,  and  net  current  assets,  and  deferred 
charges  (excluding  unamortized  debt,  discount  and 
expense)  less  deferred  credits . 


100% 

59.65% 


49.86%! 


78.99% 


Excluding  $154,000  for  which  cash  is  on  deposit  for 
payment. 


I 


2584a  Findings  Requested  "by  Philadelphia  Co. 

7.50  Giving  effect  to  the  adjustments  mentioned 
in  Finding  7.47  hereof  relative  to  Pittsburgh  and  West 
Virginia,  the  following  is  a  similar  table: 

PROPERTY  BASE 

Combined  Gross  Property  Ac¬ 
counts  .  $307,039,735 

Less :  Retirement  and  other 
reserves:  .  94,928,595 


Net  Property .  $212,111,140 

Add:  Net  investment  and 

fund  accounts  .  30,140,500  $242,251,640 


Net  current  assets  ( after  deducting 
$154,000  representing  cash  on  deposit 
for  payment  of  bonds  called  for  pay¬ 
ment)  .  9,460,396 

Deferred  charges  ( excluding  un  amor¬ 
tized  debt,  discount  and  expense)  less 
deferred  credits .  1,049,652 


Net  Consolidated  Assets 


$252,761,688 
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SECURITIES  Percent,  \ 

of  Net  j 
Consoli-  | 
dated 
Assets 

Funded  debt  held  by  pub-  j 

lie1: 

Philadelphia  Company.  $52,338,000 
Duquesne  Light  Co....  70,000,000 

Equitable  Real  Estate  j 

Co.  Mortgage .  1,098,941 

$123,436,941  49%  j 

Preferred  Stock  held  by  i 

public: 

Philadelphia  Company.  $39,959,600 
Duquesne  Light  Co. . . .  27,500,000 

Ky.-W.  Va.  Gas  Co.  5% 

preferred .  2,937,500 

Consolidated  Gas .  1,729,800 

72,126,900  28%  j 

Balance  of  property  base  applicable  to 
common  stock  of  Philadelphia  Com¬ 
pany  and  subsidiaries .  57,197,847  23% 

_  j 

$252,761,688  100%  | 

Ratio  of  total  funded  debt  held  by  public  to  net 

plant,  property,  and  equipment .  58.19% 

Ratio  of  total  funded  debt  held  by  public  to  net 
plant,  property,  and  equipment,  investments,  and 
net  current  assets,  and  deferred  charges  (exclud¬ 
ing  unamortized  debt,  discount  and  expense)  less 

deferred  credits .  48.84%  j 

Ratio  of  total  funded  debt  and  preferred  stocks  held 
by  public  to  net  plant,  property,  and  equipment, 
investments,  and  net  current  assets,  and  deferred 
charges  (excluding  unamortized  debt,  discount  and 
expense)  less  deferred  credits .  77.37% 

Excluding  $154,000  for  which  cash  is  on  deposit  for 

payment. 


2586a  Findings  Requested  by  Philadelphia  Co. 

7.51  After  deducting  from  the  net  consolidated 
assets  mentioned  in  Finding  7.49  hereof,  the  principal 
amount  of  funded  debt  outstanding  ($123,436,941), 
$124,135,910  remains  as  the  property  base  for  the  pre¬ 
ferred  and  common  stocks  of  the  companies  in  the  Phila¬ 
delphia  Company  system.  In  relation  to  this  base,  the 
respective  interests  of  said  stocks  were  as  follows  as  of 
December  31,  1946: 


%  of 
Property 

Class  of  Stock 

Preferred  Stock 

Amount 

Base 

Philadelphia  Company . 

$  39,959,600 

Duquesne  . 

27,500,000 

Consolidated  Gas  Company . 

Kentucky-West  Virginia  —  5% 

1,729,800 

Preferred  . 

2,937,500 

Balance  of  Base  Applicable  to 
Common  Stock  of  Philadelphia 

$  72,126,900 

58% 

Company  and  subsidiaries . 

52,009,210 

42% 

Common  stock  of  Subsidiary,  in¬ 
cluding  minority  interest  in  sur- 

$124,135,910 

100% 

plus  of  subsidiary . 

1,235,825 

Balance  of  Base  Applicable  to 
Common  Stock  of  Philadelphia 

73,362,725 

59% 

Company  . 

50,773,185 

41% 

Total  . 

$124,135,910 

100% 

After  adjusting  the  property  base  of  Philadelphia  Com¬ 
pany  and  subsidiaries  consolidated  as  stated  in  Finding 
7.50  hereof,  the  total  property  base  of  Philadelphia 
Company  and  subsidiaries  for  the  preferred  and  com¬ 
mon  stocks  of  the  system  is  $129,324,747.  In  relation  to 
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this  adjusted  base,  the  respective  interests  of  said  stocks 
were  as  follows  as  of  December  1,  1946: 


Class  of  Stock 

Amount 

%  of 
Property 
Base 

Preferred  Stock 

Philadelphia  Company . 

$  39,959,600 

Duquesne  . 

27,500,000 

Consolidated  Gas  Company . 

1,729,800 

Kentucky-West  Virginia  —  5% 
Preferred  . 

2,937,500 

72,126,900 

56% 

Balance  of  Base  Applicable  to 
Common  Stock  of  Philadelphia 
Company  and  Subsidiaries . 

57,197,847 

44% 

Total  . 

129,324,747 

100% 

Common  Stock  of  Subsidiary,  in- 
eluding  minority  interest  in  sur- 
plus  . 

1,235,825 

73,362,725 

57% 

Balance  of  Base  Applicable  to 
Common  Stock  of  Philadelphia 
Company  . 

55,962,022 

43% 

Total  . 

$129,324,747 

100% 

7.52  The  following  table  shows  the  gross  income  j 
of  Philadelphia  Company  and  subsidiaries  consolidated  I 
(not  including  Pittsburgh  Railways  and  subsidiaries 
and  other  street  railway  subsidiaries  of  Philadelphia 
Company),  the  fixed  charges,  and  the  “times  earned” 
ratios  for  each  of  the  years  ending  December  31,  1942, 
1943,  1944,  1945  and  1946  (C.  Ex.  A-7-a,  A-7-b,  A-7-c,  | 
A-7-d  and  Philadelphia  Company’s  Annual  Report  for| 
1946,  incorporated  by  reference  at  Tr.  2651) : 
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Gross  Income . 

Fixed  Charges 

Interest  on  Funded  Debt . 

Other . 

Total  Fixed  Charges . 

Net  Income,  Before  Deducting  Amounts  Applica¬ 
ble  to  Minority  Interests  in  Income . 

Dividends  of  Common  Stock  of  Ky.-W.  Va.  pub¬ 
licly  held1 . 

Minority  Interest  in  Undistributed  Income  of 
a  subsidiary . 


Net  Income  Available  for  Meeting  Preferred  Divi¬ 
dend  Requirements  of  the  System . 

Preferred  Dividend  Requirements 
Dividends  on  Capital  Stocks  Held  by  Public 

Duquesne  . 

Ky.-W.  Va.1 . 

Philadelphia  Company . 

Total  Preferred  Dividend  Requirements.. 

Net  Income,  after  Preferred  Dividend  Require¬ 
ments  . 

Times  funded  debt  interest  earned . 

Times  Fixed  Charges  Earned . 

Times  Preferred  Dividends  Earned,  after  Provi¬ 
sion  for  Fixed  Charges  and  amounts  applicable 
to  minority  interests  in  income . 

Times  Fixed  Charges  and  Preferred  Dividends 
Requirements  Earned . 


i 
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2589a 

m2 

$16,464,730 

19U2 

$17,328,763 

19U 

$16,488,931 

19U5 

$15,882,199 

19  US 

$15,217,578 

$4,860,174 

2,059,064 

6,919,238 

$4,823,573 

2,659,254 

7,482,827 

$4,785,921 

2,813,332 

7,599,253 

$4,746,594 

3,126,053 

7,872,647 

$4,705,506 

2,799,966 

7,505,472 

— 

9,545,492 

— 

9,845,936 

8,889,678 

8,009,552 

7,712,106 

j 

10,000 

40,000 

180,000 

160,000 

150,000 

79,865 

89,865 

9,455,627 

244,900 

284,900 

9,561,036 

93,217 

273,217 

8,616,461 

29,711 

189,711 

7,819,841 

28,526 

178,526 

7,533,580 

1,375,000 

146,875 

2,343,550 

3.865,425 

1,375,000 

146,875 

2,343,550 

3,865,425 

1,375,000 

146,875 

2,343,550 

3,865,425 

1,375,000 

146,875 

2,343,550 

3,865,425 

1,375,000 

146,875 

2,343,550 

3,865,425 

$  5,590,202 

3.39 

2.38 

$  5,695,621 

3.59 

2.32 

$  4,751,036 

3.45 

2.17 

$  3,954,416 

3.35 

2.02 

$  3,668,155 

3.23 

2.03 

| 

Syr. 

average 

3.40 

2.18 

2.45 

2.47 

2.23 

2.02 

j 

1.95 

| 

2.22 

1.53 

1.53 

1.44 

1.35 

1.34 

i 

1.44 

*Held  by  an  affiliate. 
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7.53  The  following  table  shows,  for  each  of  the ! 
five  years  1942  through  1946,  the  net  income  available 
for  preferred  dividend  requirements,  the  net  income  per 
$100  of  par  or  stated  amount  of  preferred  stock  and  the 
dividends  declared  per  $100  of  par  or  stated  amount  of 
preferred  stock  of  Philadelphia  Company  and  subsidi¬ 
aries  (not  including  Pittsburgh  Railways  and  subsidi¬ 
aries  and  other  street  railway  subsidiaries  of  Philadel¬ 
phia  Company),  both  on  a  consolidated  and  a  corporate 
basis  (C.  Ex.  A-7-a,  A-7-b,  A-7-c,  A-7-d;  P.  Ex.  78,  C. 
Ex.  A-38) :  | 

I 

i 

Dividends 

Net  Income  Net  income  Declared  per 

available  for  per  $100  of  par  $100  of  par 
preferred  dividend  or  stated  or  stated  ! 

requirements  amount  of  amount  of 

( 000  Omitted)  Preferred  Stock  Preferred  Stock 


Year 

Consoli¬ 

dated 

Corpo¬ 

rate 

Consoli¬ 

dated 

Corpo-  Consoli- 
raie  dated 

Corpo¬ 

rate 

1942 

$9,456 

$5,990 

$13.43 

$14.99 

$5.49 

$5.86 

1943 

9,561 

5,780 

13.58 

14.46 

5.49 

5.86 

1944 

8,616 

5,648 

12.24 

14.13 

5.49 

5.86 

1945 

7,820 

5,734 

11.11 

14.35 

5.49 

5.86 

1 

1946 

7,534 

5,704 

10.70 

14JS7 

5.49 

5.86 

7.54  The  property  accounts  and  applicable  retire¬ 
ment  and  other  reserves  of  Philadelphia  Company  and 
its  principal  subsidiaries  (not  including  Pittsburgh  Rail¬ 
ways  and  subsidiaries  and  other  street  railway  subsidi¬ 
aries  of  Philadelphia  Company),  at  December  31,  1946, 
were  as  follows  (P.  Ex.  78) : 


i 

i 


i 
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%  of 

Retirement  Reserve 
Total  Plant  and  Other  to  Plant 
Subsidiaries  Account  Reserves  Account 


Philadelphia  Company 

$  39,886,998 

$16,999,441 

42.62 

Duquesne  . . 

185,066,670 

38,157,202 

20.62 

Pittsburgh  and  West 

Virginia  . 

21,965,194 

13,995,971 

63.72 

Equitable  Gas . 

6,663,404 

4,110,144 

61.68 

Ky.-W.  Va. . 

24,327,414 

13,959,229 

57.38 

7.55  The  corporate  and  consolidated  net  income 
of  Philadelphia  Company,  the  preferred  stock  dividend 
requirements  of  Philadelphia  Company,  and  the  balance 
of  net  income  applicable  to  its  common  stock  on  a  corpo¬ 
rate  and  consolidated  basis,  and  the  amount  of  common 
stock  dividends  paid  by  Philadelphia  Company  from 
1942  through  1946  are  shown  in  the  following  table: 
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During  each  of  the  years  1942  through  1946  divi¬ 
dends  on  the  Common  Stock  were  paid  at  the  rate  of 
55  cents  per  share  of  $7.25  stated  value. 

7.56  Finding  1.6  hereof,  dealing  with  the  1913  and 
1923  leases1  between  Philadelphia  Company  and  Equi¬ 
table  Gas,  are  incorporated  herein  by  reference.  The 
book  value  of  the  property,  plant  and  equipment  of 
Philadelphia  Company  (including  property  leased  to 
Equitable  Gas  under  said  leases)  is  $39,886,998  as  of 
December  31,  1946  (P.  Ex.  78),  against  which  Phila¬ 
delphia  Company  has  retirement  reserves  and  reserve 
for  amortization  of  leaseholdings  of  $16,999,441.  The 
book  value  of  the  property,  plant  and  equipment  owned 
by  Equitable  Gas  as  of  December  31, 1946  was  $6,663,404 
against  which  there  are  retirement  reserves  of  $4,110,- 
144.  On  December  31, 1941,  Equitable  Gas  filed  with  the 
Pennsylvania  Public  Utility  Commission  and  with  the 
Federal  Power  Commission  its  reports  with  respect  to 
the  original  cost  of  its  properties  as  of  December  31, 
1938.  These  reports  include  supplementary  data  with 
respect  to  the  original  cost  of  the  gas  properties  leased 
from  Philadelphia  Company  (see  Finding  7.31  hereof). 

7.57  As  stated  in  Finding  3.28  hereof,  all  of  Equi¬ 
table  Gas’s  capital  stock  is  owned  by  Pittsburgh  and 
West  Virginia.  Equitable  Gas  has  a  deficit2  on  its  bal¬ 
ance  sheet  as  of  December  31,  1946  of  $41,589,123  (P. 
Ex.  78).  Included  amongst  its  liabilities  as  of  said  date 


xUnder  Amendment  No.  1  to  the  Section  11(e)  Plan, 
Philadelphia  Company  will  transfer  to  Equitable  Gas  all  natu¬ 
ral-gas  producing,  transmission  and  distribution  properties 
owned  by  Philadelphia  Company,  and  thereafter  the  leases 
from  Philadelphia  Company  to  Equitable  Gas  will  be  cancelled 
and  terminated. 

2Under  Amendment  No.  1  to  the  Section  11(e)  Plan,  the 
deficit  on  the  balance  sheet  of  Equitable  Gas,  and  the  said 
indebtedness  to  affiliated  companies  will  be  eliminated. 
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i 

is  an  item  of  “Indebtedness  to  affiliated  companies — not 
current”  $41,459,543.  Said  indebtedness  is  owed  to  Phila-  j 
delphia  Company  and  to  Pittsburgh  and  West  Virginia 
in  approximately  equal  amounts,  and  is  represented  by 
notes  and  open  accounts  between  said  companies  (P.  ! 
Ex.  78).  j 

7.58  For  some  time  Philadelphia  Company  has  had  j 
under  consideration  a  program  for  the  reorganization 
and  simplification  of  the  corporate  and  capital  structure 
of  the  gas  companies  in  the  Philadelphia  Company 
system,  this  program  involving,  among  other  things,  a  j 
transfer  to  Equitable  Gas  of  all  the  natural  gas  prop¬ 
erties  owned  by  Philadelphia  Company,  as  well  as  the 
transfer  of  those  owned  by  Finleyville;  the  program 
also  contemplates  the  transfer  by  Pittsburgh  and  West 
Virginia  of  all  of  its  stock  holdings  in  Equitable  Gas, 
so  that  Equitable  Gas  would  become  a  wholly-owned 
subsidiary  of  Philadelphia  Company,  and  the  program 
further  contemplates  the  cancellation  and  elimination 
of  all  intercompany  indebtedness  now  existing  between 
Equitable  Gas  and  Philadelphia  Company  or  any  other 
companies  in  the  Philadelphia  Company  system  (Tri 
323,  442,  451,  664-665).  All  of  these  steps  can  be  easily 
and  quickly  consummated  because  all  the  transactions 
in  question  are  intercompany  transactions  (Tr.  442), 
and  there  are  no  securities  of  any  of  the  gas  companies 
in  the  Philadelphia  Company  system  outstanding  in  the 
hands  of  the  public  (Tr.  324,  328).  It  has  not  been  wise 
to  take  any  steps  to  accomplish  this  reorganization  and 
recapitalization  because  of  the  pending  rate  proceedings 
involving  the  rates  of  the  several  gas  companies  in  the 
Philadelphia  Company  system.  Until  those  rate  pro¬ 
ceedings  were  disposed  of,  there  was  no  definite  basis 
for  establishing  the  capitalization  of  said  companies 
upon  any  intelligent  basis,  particularly  since  the  right 
to  earn  and  the  earning  power  of  the  companies  could 
not  be  estimated  until  the  said  rate  cases  had  been 
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disposed  of  (Tr.  325).  The  rate  case  involving  Equita¬ 
ble  Gas  was  decided  on  March  11,  1947.  While  this  de¬ 
cision  denied  the  increase  in  rates  requested  by  Equi¬ 
table  Gas,  it  did  clarify  the  earning  position  of  the 
company  in  that  it  dismissed  a  pending  complaint 
against  the  existing  rates  of  the  company,  and  also  in 
that  it  held  that  the  company's  annual  accrual  to  its 
depreciation  reserve  was  more  than  $500,000  a  year 
higher  than  necessary  (Tr.  656-661).  The  effect  of  the 
decision  in  said  rate  case  was  also  to  fix  the  allowable 
return  on  the  properties  of  Equitable  Gas  and  Phila¬ 
delphia  Company  at  slightly  more  than  $2,000,000  an¬ 
nually  and  to  allow  earnings  of  $2,150,000  annually 
(Tr.  660,  661) .  In  view  of  the  decision  in  said  rate  case, 
Philadelphia  Company  has  filed  Amendment  No.  1  to 
its  Section  11(e)  Plan  contemplating  the  immediate 
reorganization  and  recapitalization  of  said  Pennsyl¬ 
vania  gas  properties.  The  complete  program  involving 
the  reorganization  and  recapitalization  of  the  gas  com¬ 
panies  in  the  Philadelphia  Company  system  is  sum¬ 
marized  in  the  Section  11(e)  Plan,  as  amended  by 
Amendment  No.  1  filed  on  September  15,  1947  (see  F. 
8.1-8.7  hereof). 

7.59  As  a  result  of  the  reorganization  and  recapi¬ 
talization  program  set  forth  in  Amendment  No.  1  to 
the  Section  11(e)  Plan,  the  leases  between  Philadelphia 
Company  and  Equitable  Gas  mentioned  in  Finding  1.6 
hereof,  and  all  of  the  intercompany  indebtedness  and 
liabilities  now  existing  by  reason  thereof  will  be  en¬ 
tirely  eliminated  by  the  voluntary  action  of  Philadel¬ 
phia  Company. 

7.60  For  the  purposes  of  rates  fixed  and  charged 
by  Equitable  Gas  for  natural  gas  furnished  to  con¬ 
sumers,  the  rentals  fixed  in  the  aforesaid  leases  of 
Philadelphia  Company  to  Equitable  Gas  have  been  elim¬ 
inated  entirely,  and  for  such  purposes  the  property  of 
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Philadelphia  Company  covered  by  said  lease  has  been 
considered  as  though  it  were  owned  entirely  by  Equi¬ 
table  Gas  (Tr.  334,  432,  2550,  2551).  Accordingly  the 
rental  fixed  for  said  lease  was  not  treated  as  an  operat¬ 
ing  expense  in  connection  with  said  rates.  The  Pennsyl¬ 
vania  Public  Utility  Commission  concurred  in  this  treat¬ 
ment  of  the  leased  property  and  the  rentals  under  the 
lease  (Tr.  3550,  3551).  Accordingly,  by  reason  of  the 
treatment  given  said  lease  in  the  rate  proceedings,  the 
existence  of  said  lease  and  the  amount  of  the  rents 
fixed  therein  or  paid  pursuant  thereto  have  never  had 
and  do  not  have  any  effect  on  either  the  service  ren¬ 
dered  by  Equitable  Gas  or  the  rates  charged  for  natural  j 
gas.  Furthermore,  by  reason  of  the  fact  that  Equitable 
Gas  is  a  wholly-owned  subsidiary  of  Philadelphia  Com¬ 
pany,  the  existence  of  said  lease,  the  rents  fixed  or  paid 
therein,  and  the  existence  of  the  indebtedness  of  Equi¬ 
table  Gas  to  affiliated  companies  have  had  no  effect 
upon  the  investors  in  the  securities  of  the  Philadelphia 
Company  system  (Tr.  434). 

7.61  Philadelphia  Company  has  outstanding  guar¬ 
antees  as  follows: 

Monongahela  Railway  Lease  j 

Birmingham  Lease  j 

Suburban  Lease  j 

Pittsburgh  Railways  Bonds  j 

Consolidated  Gas  Preferred  Stock  j 

.  i 

7.62  Reference  is  made  to  Findings  6.29  to  6.32 
hereof.  As  therein  stated,  in  1902,  Philadelphia  Com¬ 
pany  had  stock  control  of  the  Consolidated  Traction 
system,  and  was  then  engaged  in  securing  the  unifica¬ 
tion  of  the  street  railways  system  in  Pittsburgh.  As 
a  step  in  this  unification  program,  Monongahela  Rail¬ 
way  and  Suburban  leased  their  respective  properties 
for  900  years  to  Consolidated  Traction  (Monongahela 


i 

i 
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Ex.  1,  and  Suburban  Ex.  2)  and  Consolidated  Traction 
under  consideration  of  said  lease,  covenanted  to  pay 
certain  annual  rentals,  to  pay  all  taxes  assessed  against 
Monongahela  and  to  do  certain  other  things  as  stated  in 
said  lease.  At  the  same  time,  by  writing  attached  to  the 
lease  from  Suburban,  Philadelphia  Company  executed 
the  following  guarantee : 

“The  Philadelphia  Company,  being  the  owner 
of  the  capital  stock  of  the  Consolidated  Traction 
Company,  and  the  guarantee  hereinafter  set  forth 
being  one  of  the  inducements  leading  the  stockhold¬ 
ers  of  The  Suburban  Rapid  Transit  Street  Railway 
Company  to  approve  of  and  authorize  the  foregoing 
Lease,  does  hereby  guarantee  to  said  The  Suburban 
Rapid  Transit  Street  Railway  Company  the  pay¬ 
ment  of  the  rental  therein  covenanted  to  be  paid 
by  the  said  Consolidated  Traction  Company  to  the 
said  The  Suburban  Rapid  Transit  Street  Railway 
Company  and  the  faithful  performance  of  the  cove¬ 
nants  therein  agreed  to  be  performed  by  the  said 
Consolidated  Traction  Company.” 

A  similar  guarantee  was  made  in  connection  with  the 
lease  from  Monongahela  Railway  to  Consolidated  Trac¬ 
tion.  At  about  the  same  time,  and  by  a  similar  lease, 
Birmingham  likewise  leased  its  street  railways  system 
for  900  years  to  United  Traction  (Birmingham  Ex.  1) 
and,  in  connection  therewith,  Philadelphia  Company 
executed  a  similar  guarantee.  One  of  the  major  factors 
which  made  possible  unification  of  the  street  railways 
system  in  Pittsburgh  was  the  three  guarantees  by 
Philadelphia  Company  aforesaid.  Said  guarantees  have 
continued  in  force  and  effect  until  the  present  time. 
Since  the  beginning  of  the  reorganization  proceedings 
involving  Pittsburgh  Railways  ( see  F.  6.43, 6.44  hereof ) , 
neither  Pittsburgh  Railways,  nor  the  Trustees,  nor 
Consolidated  Traction,  nor  United  Traction  has  been 
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paying  the  rents  fixed  in  said  leases  and  accordingly  j 
since  said  reorganization  proceedings,  Philadelphia  Com¬ 
pany,  pursuant  to  its  guarantees,  has  been  paying  the  ! 
rent  in  full  to  said  Monongahela  Railway  and  Suburban  i 
and  Birmingham  Railway.  Out  of  the  moneys  so  paid  j 
by  Philadelphia  Company  pursuant  to  said  guarantees, 
after  payment  of  incidental  expenses,  said  three  com¬ 
panies  declare  dividends  on  their  stocks  to  the  extent 
that  there  are  moneys  available.  Certain  portions  of  i 
such  dividends  are  in  turn  paid  to  Philadelphia  Com-  j 
pany  by  reason  of  its  ownership  of  some  of  the  stocks 
in  said  three  lessor  companies.  For  purposes  of  con-  \ 
venience,  the  dividends  so  paid  are  “netted”  on  the 
financial  statements  of  Philadelphia  Company  against 
gross  amounts  of  rents  actually  paid  out  pursuant  to  j 
guarantees  as  aforesaid.  Philadelphia  Company  has 
many  claims  against  the  Trustees  of  Pittsburgh  Rail¬ 
ways  for  all  amounts  so  paid  by  Philadelphia  Company 
pursuant  to  said  guarantees  and  currently  it  is  asserting  j 
said  claims  in  the  reorganization  proceedings  involving 
Pittsburgh  Railways.  j 

j 

7.63  In  connection  with  the  unification  of  the  elec¬ 
tric  operations  in  Allegheny  County  into  Duquesne, 
there  were  a  large  number  of  leases  made  as  a  means 
of  taking  over  the  operation  of  the  properties  of  the 
separate  companies.  However,  all  of  said  leases,  with 
the  exception  of  a  lease  from  Monongahela  Light  and 
Power  Company,  have  been  eliminated  (Tr.  168). 

7.64  In  connection  with  the  unification  of  the  street; 
railways  system  in  Pittsburgh,  mentioned  in  Findings 
6.29  to  6.32  hereof,  there  were  a  number  of  guarantees 
by  Philadelphia  Company  of  the  performance  by  the 
lessees  of  lease  covenants  (C.  Ex.  A-16).  With  the 
exception  of  the  guarantees  of  the  performance  of  lease 
covenants  pertaining  to  the  Monongahela  Railway,  the 
Birmingham,  and  the  Suburban  leases,  all  guarantees 
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made  by  Philadelphia  Company  with  reference  to  the 
unification  of  the  Pittsburgh  street  railway  system, 
have  been  either  eliminated  and  cancelled,  or  the  secu¬ 
rities  benefiting  from  such  guarantees  have  been  ac¬ 
quired  by  Philadelphia  Company  and,  therefore,  such 
guarantees  do  not  involve  any  expenditures  of  money 
to  others  than  Philadelphia  Company  (Tr.  563,  564).  As 
to  the  obligations  of  the  several  lessees  to  join  the  lessor 
in  the  issuance  of  new  bonds  for  the  purpose  of  taking 
up  existing  bonds,  as  stated  in  said  leases,  Philadelphia 
Company  is  the  owner  of  the  entire  amount  of  out¬ 
standing  bonds  of  Monongahela  Railway,  ($4,174,000 
of  First  Refunding  Mortgage  30-year  Gold  Bonds  5%, 
due  December  1, 1958 ) ,  and  the  entire  amount  of  bonds 
issued  by  Birmingham  ( $1,267,000  First  Mortgage 
Bonds  5%,  originally  due  November  1,  1929  but  ex¬ 
tended  to  November  1,  1939).  Of  the  bonds  issued  by 
Suburban  (First  Mortgage  40-year  Gold  Bonds  6%  due 
September  1,  1953),  there  is  only  $114,000  aggregate 
principal  amount  of  bonds  outstanding,  all  of  which 
bonds  are  owned  by  the  public  (C.  Ex.  A-9,  p.  23). 

7.65  Pittsburgh  Railways  has  outstanding 
$2,539,000  principal  amount  of  General  Mortgage  5% 
Bonds,  due  April  1,  1953.  Philadelphia  Company  has 
guaranteed  payment  of  principal  and  interest  on  certain 
outstanding  bonds  of  said  issue  aggregating  $1,968,000 
principal  amount.  Of  the  bonds  so  guaranteed,  Phila¬ 
delphia  Company  is  the  owner  of  $163,933  principal 
amount  thereof,  Equitable  Real  Estate  is  the  owner  of 
$824,000  principal  amount  thereof,  and  the  remaining 
$980,067  of  said  guaranteed  bonds  are  held  by  the  public. 
All  of  the  unguaranteed  bonds,  aggregating  $571,000, 
are  owned  by  Equitable  Real  Estate.  It  is  anticipated 
that  all  of  said  Pittsburgh  Railways  General  Mortgage 
5%  Bonds  will  participate  in  the  distribution  of  securi¬ 
ties  pursuant  to  the  reorganization  of  Pittsburgh  Rail¬ 
ways  mentioned  in  Findings  6.43  and  6.44  hereof. 
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7.66  Reference  is  made  to  Findings  7.35  to  7.40 
hereof,  pertaining  to  Consolidated  Gas.  On  December 
11,  1907,  in  order  to  compromise  certain  litigation  be¬ 
tween  certain  preferred  stockholders  of  Consolidated 
Gas  and  Philadelphia  Company  as  the  owner  of  all  of 
the  common  stock  of  Consolidated  Gas,  Philadelphia 
Company  entered  into  an  agreement  ( C.  Ex.  824 )  where- 
under  Philadelphia  Company  guaranteed  to  D.  Herbert 
Hostetter,  the  owner  of  certain  shares  of  said  preferred 
stock,  payment  of  dividends  on  said  preferred  stock  at 
the  rate  of  4%  per  annum.  The  contract  provided  that 
it  would  become  binding  when  the  holders  of  not  less 
than  75%  of  said  preferred  stockholders  became  parties 
thereto  (Tr.  365,  366,  2609,  2610).  Since  August  1,  1907, 
Philadelphia  Company  has  made  the  required  payments 
(presently  aggregating  $69,192  per  year)  to  the  public 
holders  of  such  stock  (P.  Ex.  78,  p.  32). 

7.67  For  the  year  1945,  the  amounts  paid  by  Phila¬ 
delphia  Company  as  rentals,  interest  and  taxes  under 
and  pursuant  to  all  of  the  guarantees  hereinabove  men¬ 
tioned  aggregated  $1,647,593  of  which  $1,578,401 1  was 

xOf  this  amount,  $13,434  represents  payments  on  account 
of  taxes,  including  interest  thereon  applicable  to  prior  years 
which  had  been  the  subject  of  litigation.  Of  the  amount  so  paid 
out,  Philadelphia  Company  and  its  subsidiaries  received  back 
certain  dividends  and  interest  as  follows: 


By  Philadelphia  Company .  $370,927 

By  consolidated  subsidiaries 

of  Philadelphia  Company .  105,510 

Total  .  $476,437 


The  amounts  so  received  are  comprised  of  (1)  dividends  on 
stock  of  the  companies  to  which  Philadelphia  Company  is 
obliged  to  pay  rental  by  reason  of  its  guarantees,  and  (2) 
interest  on  bonds  with  respect  to  which  Philadelphia  Company 
is  obliged  to  pay  interest  by  reason  of  its  guarantees.  The 
balance,  or  $1,101,964,  is  the  net  amount  paid  pursuant  tb 
said  guarantees  and  remaining  with  others  and  not  paid  back 
to  Philadelphia  Company  (Tr.  528-533).  I 
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paid  with  respect  to  guarantees  other  than  the  Consoli¬ 
dated  Gas  guarantee  (see  F.  7.61). 

7.68  Reference  is  made  to  Finding  6.32,  in  which 
it  appears  that  Pittsburgh  Railways  is  operating  all  the 
properties  of  Consolidated  Traction  and  United  Trac¬ 
tion  pursuant  to  operating  agreements.  These  operating 
agreements  were  effective  from  January  1,  1902  for  a 
term  of  five  years,  and  continuing  thereafter  until  ter¬ 
minated  by  either  party  on  three  months’  notice.  A1-. 
though  these  agreements  were  later  amended,  the  agree¬ 
ments  have  continued  in  force  and  have  never  been 
terminated  to  date  ( C.  Ex.  A-9,  paragraphs  161  to  166 ) . 
Under  these  agreements  it  was  agreed  that  Pittsburgh 
Railways  should  take  possession  of  the  property  of 
Consolidated  Traction  and  of  United  Traction,  should 
operate  said  property,  and  should  receive  all  earnings 
and  profits  therefrom,  and  should  also  pay  all  expenses 
of  operation,  maintenance,  taxes,  rentals,  etc.  (C.  Ex. 
A-9,  paragraphs  161  to  166).  Pittsburgh  Railways  is 
also  a  party  to  certain  other  short-term  operating  agree¬ 
ments  involving  the  properties  of  certain  other  minor 
traction  properties  ( C.  Ex.  A-9,  paragraphs  161  to  173 ) . 
By  virtue  of  said  operating  agreements,  as  well  as  by 
reason  of  the  fact  that  Pittsburgh  Railways  has  the 
right  to  operate  other  traction  properties,  either  by 
reason  of  ownership  or  by  reason  of  leases,  it  has  been 
possible  for  Pittsburgh  Railways  to  operate  a  unified 
street  railways  system  in  the  City  of  Pittsburgh.  The 
reorganization  proceedings  involving  Pittsburgh  Rail¬ 
ways  mentioned  in  Findings  6.43  and  6.44  hereof  are 
now  in  progress,  and  it  is  anticipated  that  when  said 
reorganization  proceedings  are  completed,  all  of  the 
leases  and  operating  agreements  affecting  the  various 
companies  in  the  Pittsburgh  Railways  system  will  be 
eliminated,  and  that  all  of  the  underlier  companies  will 
be  combined  into  a  single  new  company  pursuant  to  a 
fair,  equitable  and  feasible  plan  of  reorganization. 
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7.69  Standard  Power  is  in  the  process  of  liquida¬ 
tion  and  dissolution  pursuant  to  order  of  the  Commis¬ 
sion  (P.  Ex.  2;  Commission’s  File  No.  59-13). 

7.70  Under  the  Section  11(e)  plan  proposed  by 
Standard  Gas  and  approved  by  the  Commission  on  No¬ 
vember  15,  1944  (Commission’s  File  No.  54-72  and 
59-66)  Standard  Gas,  upon  the  liquidation  of  its  debt, 
proposed  to  terminate  its  existence  by  either  dissolving 
or  merging  with  Philadelphia  Company. 

7.71  As  stated  in  Findings  8.1-8.7  hereof,  the  Re¬ 
spondents  have  proposed  a  plan  pursuant  to  Section 
11(e)  of  the  Act,  under  which  Pittsburgh  and  West 
Virginia  will  cease  to  be  a  holding  company.  Upon  the 
consummation  of  said  plan,  upon  the  liquidation  of 
Standard  Power,  upon  the  dissolution  of  Standard  Gas 
or  its  merger  or  consolidation  with  Philadelphia  Com¬ 
pany,  three  tiers  of  holding  companies  will  have  been 
eliminated,  and  there  will  remain  but  one  holding  com¬ 
pany  in  the  system,  viz.  Philadelphia  Company  (Tr. 
665). 

7.72  Pursuant  to  the  recapitalization  and  reorgani¬ 
zation  of  Equitable  Gas  as  set  forth  in  Amendment  No. 
1  to  the  Section  11(e)  Plan,  Equitable  Gas  will  issue 
first  mortgage  bonds  in  the  amount  of  $15,000,000, 
of  which  bonds  in  the  principal  amount  of  $14,000,000 
will  be  delivered  to  Philadelphia  Company,  which  bonds 
will  be  held  by  Philadelphia  Company  for  the  purpose  of 
retiring  its  outstanding  debt  or  preferred  stock  or  for 
other  corporate  purposes. 

After  the  issuance  of  the  Equitable  Gas  bonds  above 
mentioned,  and  after  the  recapitalization  of  Pittsburgh 
and  West  Virginia  and  Kentucky-West  Virginia,  as 
mentioned  in  the  Section  11(e)  Plan,  as  amended,  Phila¬ 
delphia  Company  plans  to  refinance  or  refund  its  re¬ 
maining  debt  and  its  preferred  stock  on  terms  which 
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should  effect  substantial  savings  (Tr.  327  and  671), 
there  being  three  possible  methods  available  to  Phila¬ 
delphia  Company  for  the  retirement  and  elimination  of 
the  non-callable  preferred  stock  of  Philadelphia  Com¬ 
pany  (Tr.  329-332). 

7.73  It  is  expected  that  the  refinancing  and  refund¬ 
ing  of  the  debt  and  preferred  stock  of  Philadelphia 
Company  can  be  completed  in  the  year  1948  (Tr.  327 
and  668). 

7.74  Except  with  respect  to  the  use  of  the  Equi¬ 
table  Gas  first  mortgage  bonds  for  the  retirement  of 
its  outstanding  debt  or  preferred  stock,  Philadelphia 
Company  does  not  plan  to  carry  forward  the  remainder 
of  its  debt  and  preferred  stock  refunding  program  until 
after  the  recapitalization  of  Pittsburgh  and  West  Vir¬ 
ginia  and  Kentucky-West  Virginia.  The  recapitalization 
of  Pittsburgh  and  West  Virginia  and  Kentucky-West 
Virginia  cannot  be  consummated  until  the  completion  of 
the  rate  litigation  now  pending  involving  the  rates  of 
Pittsburgh  and  West  Virginia  and  of  Kentucky-West 
Virginia,  since  such  rate  litigation  has  an  important 
bearing  upon  the  rate  base,  earnings,  depreciation 
charges,  and  property  value  of  the  gas  companies  in  the 
Philadelphia  Company  system  (Tr.  333,  334,  337,  339- 
341,  671,  672).  Furthermore,  it  is  not  possible  to  con¬ 
summate  the  recapitalization  of  Pittsburgh  and  West 
Virginia  until  the  completion  of  the  litigation  between 
Pittsburgh  and  West  Virginia  and  a  non-afliliated  com¬ 
pany  affecting  the  charges  payable  by  Pittsburgh  and 
West  Virginia  for  gas  which  is  received  from  the  non- 
afiiliated  company  under  an  exchange  agreement 
( F.  3.31 ) .  Until  the  litigation  over  said  rates  and  over 
said  exchange  charges  is  completed,  and  until  the  re¬ 
capitalization  and  reorganization  of  Pittsburgh  and 
West  Virginia  and  Kentucky-West  Virginia  are  consum¬ 
mated,  the  refunding  of  Philadelphia  Company’s  debt 


Findings  Requested  by  Philadelphia  Co.  2605a  j 

| 

and  preferred  stock  cannot  be  accomplished  upon  as  j 
favorable  terms  as  could  be  accomplished  thereafter,  j 
and  it  would  be  a  serious  mistake  for  Philadelphia  j 
Company  to  undertake  any  such  refinancing  or  refund¬ 
ing  program  at  the  present  time  (Tr.  323-342,  671,  672) .  ! 

7.75  An  effective  program  for  refunding  or  re-  ] 
financing  Philadelphia  Company’s  debt  or  preferred 
stock  on  the  most  favorable  terms  cannot  be  effected 
under  a  Section  11(b)(2)  order  as  rapidly  or  as  expe-  j 
ditiously  as  on  the  basis  of  the  program  of  Philadelphia  j 
Company  (Tr.  332). 

7.76  The  Uniform  System  of  Accounts  of  the  Fed¬ 

eral  Power  Commission  was  adopted  many  years  ago 
by  the  Pennsylvania  Public  Utility  Commission,  the  ! 
Public  Service  Commission  of  West  Virginia  and  the  j 
Public  Service  Commission  of  Kentucky,  and  said  sys-  j 
tern  of  accounts  is  now  and  for  many  years  has  been  j 
applicable  to  every  electric  and  gas  utility  company  in 
the  Philadelphia  Company  system  ( Tr.  300 ) .  Investors 
in  the  securities  of  companies  in  the  Philadelphia  Com¬ 
pany  system  have  always  (and  particularly  since  the 
adoption  by  the  several  state  commissions  of  the  Uni¬ 
form  System  of  Accounts )  been  able  to  obtain  the  in-  j 
formation  necessary  to  appraise  the  financial  position  I 
or  earning  power  of  the  various  companies  in  the  Phila-  j 
delphia  Company  system  ( Tr.  282A,  285,  296 ) .  None  j 
of  the  electric,  gas  or  traction  utility  companies  in  the ! 
Philadelphia  Company  system  can,  and  for  many  years 
have  not  been  able  to,  issue  securities  without  the  ap¬ 
proval  or  consent  of  the  several  state  regulatory  com¬ 
missions  of  Pennsylvania,  West  Virginia,  and  Kentucky 
having  jurisdiction  over  the  respective  companies  in 
the  Philadelphia  Company  system  (Tr.  282-282B,  285- 
295,297,299).  j 

7.77  There  is  no  evidence  that  any  securities  issued 
by  any  of  the  companies  in  the  Philadelphia  Company 
system  were  issued  on  the  basis  of  fictitious  or  unsound 


i 

! 


2606a  Findings  Requested  by  Philadelphia  Co. 


asset  values  having  no  fair  relation  to  the  sums  invested 
in  or  the  earning  capacity  of  the  properties  or  on  the 
basis  of  paper  profits  from  intercompany  transactions 
or  in  anticipation  of  excessive  revenues  from  subsidiary 
public  utility  companies.  All  of  the  securities  issued  by 
any  of  the  companies  in  the  Philadelphia  Company  sys¬ 
tem  and  presently  outstanding  are  secured  by  sound 
asset  values  having  a  fair  relation  to  the  sums  invested 
in  and  the  earning  capacity  of  the  properties  of  the 
several  issuers  of  such  securities.  With  the  exception 
of  Duquesne,  no  subsidiary  public  utility  company  in 
the  Philadelphia  Company  system  has  any  securities 
outstanding  in  the  hands  of  the  public.  As  to  the  secu¬ 
rities  of  Duquesne  presently  outstanding  and  in  the 
hands  of  the  public,  such  securities  were  not  issued 
under  circumstances  which  subjected  such  company  to 
the  burden  of  supporting  an  over-capitalized  structure 
or  which  tended  to  prevent  voluntary  rate  reductions 
(Duquesne’s  Registration  Statement  of  1935,  incorpo¬ 
rated  by  reference,  Tr.  351 ) ;  there  is  no  evidence  that 
any  securities  issued  by  a  subsidiary  public  utility  com¬ 
pany  in  the  Philadelphia  Company  system  and  presently 
outstanding  in  the  hands  of  the  public  were  issued  by 
such  subsidiary  public  utility  company  under  circum¬ 
stances  which  subject  such  company  to  the  burden  of 
supporting  an  over-capitalized  structure  and  tend  to 
prevent  voluntary  rate  reductions. 

7.78  Both  Public  Utility  Engineering  and  Service 
Corporation  and  Equitable  Auto  are  registered  service 
companies  under  the  provisions  of  the  Act,  and  all  of 
their  services  to  the  companies  in  the  Philadelphia 
Company  system  are  limited  to  cost  with  a  return  on 
capital  profitably  employed  ( Tr.  298,  601-602 ) .  Equita¬ 
ble  Auto  is  also  subject  to  the  jurisdiction  of  the  Penn¬ 
sylvania  Public  Utility  Commission  as  a  contract  car¬ 
rier  (Tr.  298).  Contracts  between  Equitable  Real  Es¬ 
tate  and  public  utility  companies  in  the  Philadelphia 
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Company  system  covering  rental  space  are  regulated 
by  and  subject  to  the  jurisdiction  of  the  respective  state 
regulatory  commissions  (Tr.  299).  There  is  no  evidence 
that  any  subsidiary  public  utility  company  in  the  Phila¬ 
delphia  Company  system  is  or  has  been  subjected  to 
excessive  charges  for  services,  construction  work,  equip¬ 
ment,  and  materials,  or  that  such  subsidiary  public 
utility  companies  have  entered  or  presently  do  enter 
into  transactions  in  which  evils  result  from  an  absence 
of  arm’s-length  bargaining,  or  from  restraint  from  free 
and  independent  competition. 

7.79  The  contracts  between  Equitable  Gas  and 
Pittsburgh  and  West  Virginia,  the  purchase  by  Equi¬ 
table  Gas  of  gas  at  the  Pennsylvania  and  West  Virginia 
state  line,  and  the  contract  between  Kentucky-West 
Virginia  and  Pittsburgh  and  West  Virginia  for  the 
purchase  of  gas  by  Pittsburgh  and  West  Virginia,  each 
specify  prices  or  rates  to  be  paid  for  such  gas.  Such 
contracts  are  filed  with  the  respective  state  regulatory 
commissions  having  jurisdiction  over  the  public  utility 
company,  and  the  rates  charged  in  each  contract  are 
subject  to  the  jurisdiction  of  the  respective  state  com¬ 
missions  as  well  as  to  the  jurisdiction  of  the  Federal 
Power  Commission  (Tr.  282-B,  285-295). 

7.80  With  reference  to  the  oral  agreement  between 
the  companies  in  the  Philadelphia  Company  system, 
under  which  the  general  departments  function  for  the 
several  companies  in  the  system,  such  contract  was  filed 
with  the  Pennsylvania  Public  Utility  Commission  in 
1937  ( Tr.  375,  376,  578,  620,  3472 ) ,  and  the  transactions 
between  the  said  companies  under  said  contract  were 
investigated  by  the  Commission  in  1940,  and  no  adverse 
report  or  criticism  thereof  has  ever  been  made  by  the 
Commission  (Tr.  409-413,  578,  619,  620,  3472,  3473). 
Said  oral  agreement,  contemplating  transactions  be¬ 
tween  affiliated  companies,  is  subject  to  the  jurisdiction 
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of  the  Pennsylvania  Public  Utility  Commission  and  the 
Public  Service  Commission  of  West  Virginia  (Tr.  282-B, 
285-295,297,299). 

7.81  Every  company  in  the  Philadelphia  Company 
system  which  has  a  public  utility  status  within  the 
meaning  of  the  respective  state  public  utility  or  public 
service  laws  (including  Duquesne,  Equitable  Gas,  Pitts¬ 
burgh  and  West  Virginia,  Kentucky-West  Virginia, 
Pittsburgh  Railways,  Cheswick  and  Harmar,  Steam 
Heating),  is  completely  and  comprehensively  regulated 
by  a  state  regulatory  commission,  and  has  been  so  regu¬ 
lated  for  many  years;  and  the  five  smaller  subsidiary 
companies,  namely,  Finleyville,  Philadelphia  Oil,  Equi¬ 
table  Auto,  Equitable  Sales  Company  and  Equitable 
Real  Estate,  are  and  have  been  for  many  years  regu¬ 
lated  by  state  regulatory  commissions  through  the  pub¬ 
lic  utility  companies  in  the  Philadelphia  Company  sys¬ 
tem  with  whom  these  smaller  subsidiaries  have  trans¬ 
actions  or  dealings  (Tr.  300).  There  are  no  service, 
management,  construction  or  other  contracts  involving 
the  allocation  of  charges  among  subsidiary  public  util¬ 
ity  companies  in  different  states  which  present  prob¬ 
lems  of  regulation  which  cannot  be  dealt  with  effec¬ 
tively  by  the  several  states  involved.  There  is  no 
evidence  that  there  are  any  service,  management,  con¬ 
struction  or  other  contracts  involving  the  allocation  of 
charges  among  subsidiary  public  utility  companies  in 
different  states  so  as  to  present  problems  of  regulation 
which  cannot  be  dealt  with  effectively  by  said  states. 

7.82  The  accounting  practices  and  rates  of  the  sub¬ 
sidiary  public  utility  companies  in  the  Philadelphia 
Company  system  are,  and  for  many  years  have  been, 
subject  to  the  jurisdiction  of  the  respective  state  regu¬ 
latory  commissions  and  in  part  to  the  jurisdiction  of 
the  Federal  Power  Commission  (Tr.  282-300).  In  view 
of  such  jurisdiction  of  state  regulatory  commissions. 
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the  control  by  Philadelphia  Company  of  the  subsidiary 
public  utility  companies  in  the  system  has  not  affected 
the  accounting  practices  and  rates  of  such  companies 
so  as  to  complicate  and  obstruct  state  regulation.  There 
is  no  evidence  that  the  control  by  Philadelphia  Com¬ 
pany  of  the  subsidiary  public  utility  companies  in  its 
system  affects  or  has  affected  the  dividend  and  other 
policies  of  such  companies  so  as  to  complicate  and 
obstruct  state  regulation  of  such  companies. 

i 

7.83  Reference  is  made  to  Findings  7.18  to  7.35 
hereof  pertaining  to  the  extent  of  the  ownership  by 
Philadelphia  Company  of  the  securities  of  the  subsidi¬ 
ary  public  utility  companies  in  the  Philadelphia  Com¬ 
pany  system,  from  which  findings  it  appears  that,  aside 
from  Duquesne,  all  of  such  securities  are  owned  by 
Philadelphia  Company.  The  subsidiary  companies  are 
Duquesne,  Pittsburgh  West  Virginia  and  Equitable  Gas. 
As  to  Duquesne,  reference  is  made  to  Finding  7.17 
hereof,  from  which  it  appears  that,  of  the  outstanding 
capitalization  in  such  company,  43.12%  consists  of 
funded  debt,  16.94%  thereof  consists  of  preferred  stock 
(both  of  which  are  publicly  held)  and  that  Philadelphia 
Company  owns  all  of  the  common  stock  of  Duquesne, 
said  common  stock  and  surplus  representing  39.94%  of 
Duquesne’s  capitalization.  Philadelphia  Company  does 
not  exert  control  of  the  subsidiary  public  utility  conv 
panies  in  its  system  through  disproportionately  small 
investment,  but  on  the  contrary  exerts  such  control 
through  a  substantial  or  preponderant  investment. 

| 

7.84  Reference  is  made  to  Findings  1.1  to  1.21 
hereof  with  reference  to  the  growth  and  expansion  of 
Philadelphia  Company  and  its  operations.  From  the 
time  it  commenced  business  in  Pittsburgh,  in  1884, 
Philadelphia  Company  has  been  operated  on  the  basis 
of  sound  and  conservative  business  principles,  and,  as 
a  result  thereof,  it  has  at  no  time  failed  to  pay  any  of 
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its  fixed  charges  or  dividends  on  its  preferred  stock, 
and  has  continually,  for  each  of  the  past  49  years,  paid 
a  dividend  on  its  common  stock.  Philadelphia  Company 
has  been  primarily  responsible  for  the  establishment 
and  development  of  the  utility  operations  supplying 
essential  electric,  natural  gas  and  street  railway  service 
to  the  consumers  in  the  highly-industrialized  Pittsburgh 
district. 

Philadelphia  Company  was  responsible  for  bringing 
together  into  one  group  all  of  the  natural  gas  properties 
now  held  by  the  companies  in  the  Philadelphia  Com¬ 
pany  system,  and  as  a  result  of  Philadelphia  Company’s 
activities,  the  properties  of  33  companies  have  been 
brought  together  into  the  ownership  of  the  five  gas 
companies  presently  in  the  Philadelphia  Company  sys¬ 
tem  (Tr.  162-163).  Philadelphia  Company  also  had  the 
courage  and  initiative  to  participate  in  the  development 
of  the  eastern  Kentucky  gas  fields  and  was  responsible 
for  the  procuring  of  the  tremendous  gas  reserves  pres¬ 
ently  owned  by  Kentucky-West  Virginia,  without  which 
Equitable  Gas  could  not  possibly  have  developed  into 
its  present  situation  and  without  which  the  customers 
of  Equitable  Gas  could  not  have  secured  an  adequate 
supply  of  natural  gas. 

During  the  period  from  1899  (when  Philadelphia 
Company  first  became  interested  in  the  electric  utility 
business  as  such)  to  1932,  Philadelphia  Company  was 
largely  instrumental  in  bringing  the  properties  of  the 
numerous  electric  light  and  power  companies  in  the 
Pittsburgh  district  into  the  single  system  of  Duquesne, 
the  operations  of  Duquesne  being  the  result  of  bringing 
together  and  consolidating  the  properties  of  150  elec¬ 
tric  companies  (Tr.  168).  Under  the  control  of  Phila¬ 
delphia  Company,  Duquesne  has  become  one  of  the  lead¬ 
ing  electric  utility  companies  in  the  entire  industry 
(P.  Ex.  88  to  91),  both  with  respect  to  efficiency  of 
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operation,  the  protection  of  investors,  and  the  rendering 
of  service  at  low  cost  to  consumers  (P.  Ex.  88-91). 

Philadelphia  Company  was  also  primarily  respon¬ 
sible  for  accomplishing  the  unification  of  the  street 
railway  properties  operating  in  the  Pittsburgh  district 
and  for  the  many  improvements  in  street  railway  opera¬ 
tions  (see  Findings  6.29  to  6.37  hereof).  The  companies 
in  the  Philadelphia  Company  system  have  been  oper¬ 
ated  on  a  progressive  basis  and  have  many  outstanding 
achievements  to  their  credit,  among  which  may  be  men¬ 
tioned:  the  unification  of  the  street  railway  operations 
in  the  Pittsburgh  district  into  a  single  unified  system 
in  1902;  unification  of  numerous  electric  light  and  power 
companies  in  the  Pittsburgh  district  into  a  single  sys¬ 
tem;  the  development  of  the  ring  system  of  transmit¬ 
ting  electric  energy;  the  development  of  underground 
facilities  for  the  storage  of  gas  on  large  scale;  the 
development  of  the  low-floor  center  door  street  cars  and 
the  development,  in  collaboration  with  others,  of  the 
so-called  P.C.C.  street  car.  Philadelphia  Company  took 
a  leading  part  in  guiding  its  subsidiaries  toward  such 
achievements  (Tr.  202,  203,  187,  205,  176). 

After  the  liquidation  of  Standard  Power,  and  the 
merger  of  Standard  Gas  and  Philadelphia  Company, 
and  after  the  consummation  of  Philadelphia  Company’s 
Section  11(e)  Plan  ( see  F.  8.1-8.7  hereof ) ,  Philadelphia 
Company  will  be  the  direct  owner  of  one  electric  utility 
company,  two  gas  utility  companies  and  six  non-utility 
companies.  The  operations  conducted  by  the  nine  com¬ 
panies  referred  to  are  confined  to  the  same  general  ter¬ 
ritory;  said  companies  employ  substantial  joint  per¬ 
sonnel,  occupy  joint  office  space  and  participate  in  tie 
joint  purchase  of  materials  and  supplies.  Separate,  un¬ 
coordinated  operation  of  the  businesses  of  said  com¬ 
panies  would  be  detrimental  to  the  public  interest  and 
to  the  interest  of  investors  and  consumers  and  would 
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result  in  a  loss  of  substantial  saving  to  such  companies. 
The  uncontroverted  testimony  in  this  proceeding  shows 
that  such  loss  would,  at  the  very  minimum,  exceed 
$1,000,000  annually  ( F.  5.22-5.30 ) . 

The  growth  and  expansion  of  Philadelphia  Com¬ 
pany  bear  an  extremely  close  relation  to  economy  of 
management  and  operation  and  to  the  integration  and 
coordination  of  the  related  operating  properties.  The 
holding  company  system  which  will  be  in  existence 
after  the  simplification  hereinbefore  mentioned  will  be 
confined  in  its  operations  to  a  single  area  or  region  not 
so  large  as  to  impair  the  advantages  of  localized  man¬ 
agement,  efficient  operation  and  the  effectiveness  of 
regulation. 

7.85  There  is  no  evidence  that,  in  any  respect,  there 
is  or  has  been  lack  of  economy  in  the  management  and 
operation  of  any  of  the  public  utility  companies  in  the 
Philadelphia  Company  system  or  lack  of  efficiency  or 
inadequacy  of  service  rendered  by  such  companies,  or 
lack  of  effective  public  regulation  or  lack  of  economies 
in  the  raising  of  capital. 

7.86  There  is  no  evidence  that  the  separate  and 
independent  operation  of  either  the  gas  or  electric 
public-utility  properties  of  the  Philadelphia  Company 
system  would  result  in  increased  efficiency,  sales,  or 
profits,  or  decreased  operating  expenses,  with  respect 
to  either  type  of  properties. 

8.  Plan  of  Philadelphia  Company  Pursuant  to 
Section  11(e)  of  the  Act. 

8.1  Under  the  Section  11(e)  Plan,  after  giving  ef¬ 
fect  to  Amendment  No.  1  thereto  filed  September  15, 
1947,  Philadelphia  Company  will  reorganize  and  re¬ 
capitalize  its  gas  properties  in  the  following  manner: 
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(a)  The  declaration  by  Pittsburgh  and  West  Vir¬ 

ginia  of  a  dividend  in  kind  to  Philadelphia 
Company  of:  j 

(1)  All  the  capital  stock  of  Equitable  Gas;  i 

(2)  All  the  notes  of  Equitable  Gas  owned  by 
Pittsburgh  and  West  Virginia; 

(3)  All  the  accounts  receivable  not  current 
representing  interest  owing  by  Equitable 
Gas  to  Pittsburgh  and  West  Virginia. 

(b)  The  transfer  by  Philadelphia  Company  by  ap¬ 
propriate  deeds  and  assignments  to  Equitable 
Gas,  in  exchange  for  new  common  stock  and 
First  Mortgage  Bonds  of  Equitable  Gas  (see 
Paragraph  (d),  below),  of  the  following: 

(1)  The  natural  gas  producing,  transmission 
and  distribution  properties  of  Philadelphia 
Company. 

(2)  The  capital  stock,  notes  and  accounts  re¬ 
ceivable  of  Equitable  Gas  to  be  received  by 
Philadelphia  Company  pursuant  to  Para¬ 
graph  (a)  hereof. 

(3)  The  notes  of  Equitable  Gas  now  owned  by 
Philadelphia  Company. 

(4)  The  accounts  representing  receivables  not 
current  for  interest  and  rents  owing  by 
Equitable  Gas  to  Philadelphia  Company. 

(5)  The  account  for  rent  and  interest  current 
but  unpaid  owing  by  Equitable  Gas  to 
Philadelphia  Company. 

(c)  The  sale  by  Finleyville  of  its  natural  gas  prop¬ 
erties,  and  certain  other  assets  of  a  minor  na¬ 
ture,  to  Equitable  Gas,  and  the  liquidation  of 
Finleyville. 
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(d)  The  issuance  by  the  reorganized  Equitable  Gas 
of  First  Mortgage  Bonds  in  the  amount  of 
$15,000,000  and  new  common  stock  in  an 
amount  to  be  ascertained  in  the  manner  indi¬ 
cated  in  the  following  sentence,  the  entire 
amount  of  the  common  stock  and  $14,000,000 
of  First  Mortgage  Bonds  to  be  delivered  to 
Philadelphia  Company  in  exchange  for  the  as¬ 
sets  to  be  transferred  by  the  latter  to  Equi¬ 
table  Gas  (see  Paragraph  (b),  above),  and 
$1,000,000  of  said  First  Mortgage  Bonds  to  be 
retained  temporarily  by  Equitable  Gas  and 
sold  to  finance  future  construction  expendi¬ 
tures.  The  aggregate  par  or  stated  value  of  the 
common  stock  to  be  issued  to  Philadelphia 
Company  as  aforesaid  shall  be  equal  to  the 
entire  net  worth  of  Equitable  Gas  at  the  effec¬ 
tive  date  of  the  above  transactions  after  the 
balance  sheet  adjustments  necessary  to  reflect 
such  transactions,  including  the  issuance  of  the 
$14,000,000  of  First  Mortgage  Bonds  to  be 
outstanding. 

(e )  The  $14,000,000  of  First  Mortgage  Bonds  of  the 
reorganized  Equitable  Gas  to  be  received  by 
Philadelphia  Company  pursuant  to  Paragraph 
(d)  hereof  shall  be  held  by  Philadelphia  Com¬ 
pany  for  the  purpose  of  retiring  its  outstand¬ 
ing  debt  or  preferred  stock  or  for  other  corpo¬ 
rate  purposes  in  such  manner  and  at  such 
time  as  may  be  hereafter  determined  by  the 
board  of  directors  of  Philadelphia  Company. 

(f)  Pittsburgh  and  West  Virginia  will  be  recapi¬ 
talized.  Incident  to  such  recapitalization  the 
portion  of  the  second  preferred  stock  of  Ken¬ 
tucky-West  Virginia  owned  by  Pittsburgh  and 
West  Virginia  will  be  transferred  to  Philadel¬ 
phia  Company;  Philadelphia  Oil  will  transfer 
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all  of  its  properties  to  Pittsburgh  and  West  [ 
Virginia;  and  Philadelphia  Oil  will  be  dis-  j 
solved. 

(g)  Kentucky-West  Virginia  will  be  recapitalized. 
Incident  to  such  recapitalization  the  interest  of  j 
Louisville  Gas  and  Electric  Company  in  the  ! 
common  stock  and  first  preferred  stock  of  j 
Kentucky-West  Virginia  will  be  acquired  by  j 
Philadelphia  Company. 

i 

8.2  The  program  mentioned  in  Finding  8.1  hereof 
as  to  the  West  Virginia  and  Kentucky  gas  properties 
cannot  be  consummated  until  the  completion  of  the  rate 
litigation  now  pending  involving  the  rates  of  Pittsburgh 
and  West  Virginia  and  of  Kentucky-West  Virginia, 
since  such  rate  litigation  has  an  important  bearing  on 
the  rate  base,  earnings,  depreciation  charges,  and  prop¬ 
erty  value  of  said  companies  (Tr.  333,  334,  337,  339-341,  | 
671,  672).  Furthermore,  it  is  not  possible  to  consum¬ 
mate  the  program  with  respect  to  the  West  Virginia 
properties  until  the  completion  of  the  litigation  between 
Pittsburgh  and  West  Virginia  and  a  non-affiliated  com¬ 
pany  affecting  the  charges  payable  by  Pittsburgh  and 
West  Virginia  for  gas  which  is  received  from  the  non- 
affiliated  company  under  an  exchange  agreement  (F. 
3.31 ) .  Until  the  litigation  over  said  rates  and  over  said 
exchange  charges  is  completed,  there  is  no  definite  basis 
for  establishing  the  capitalization  of  said  companies 
upon  any  intelligent  basis,  praticularly  since  the  right 
to  earn  and  earning  power  of  the  companies  cannot  be 
estimated  until  such  litigation  has  been  disposed  of 
(Tr.  323-342,  442-451,  2635-2637;  Philadelphia  Com¬ 
pany’s  Answer,  pages  56  to  63).  There  is  no  public 
necessity  for  attempting  to  reorganize  the  gas  proper¬ 
ties  in  the  Philadelphia  Company  system  until  said 
litigation  has  been  disposed  of,  because  the  gas  proper¬ 
ties  of  the  companies  in  the  Philadelphia  Company  sysr 
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tem  are  entirely  intra-system1  or  inter-company  owned 
(Tr.  325),  and  there  is  no  public  ownership  of  securities 
of  these  companies  (Tr.  328,  340),  with  the  result  that 
the  public  security  holders  are  not  in  any  way  affected 
or  hurt  by  the  deferring  of  such  simplification  program, 
but  on  the  contrary  will  be  benefited  because  of  the 
larger  amount  of  debt  which  can  be  issued  on  more 
favorable  interest  basis  against  such  gas  properties,  as 
is  stated  in  Finding  7.74  hereof.  The  pending  litigation 
will  probably  be  finally  disposed  of  either  by  the  end  of 
1947  or  the  early  part  of  1948,  and  it  is  believed  that 
the  reorganization  of  the  gas  companies  can  be  con¬ 
summated  during  the  year  1948  ( Tr.  327 ) . 

8.3  Simplification  of  the  gas  companies  in  the  Phil¬ 
adelphia  Company  system  can  be  accomplished  more 
effectively  and  more  expeditiously  through  voluntary 
action  of  the  Philadelphia  Company  rather  than  under 
a  Section  11(b)  (2)  order  (Tr.  328,  329). 

8.4  Philadelphia  Company  plans  to  simplify  the 
balance  of  the  corporate  structure  of  its  holding  com¬ 
pany  system,  exclusive  of  Pittsburgh  Railways  and  the 
underlier  companies  in  the  Pittsburgh  Railways  sys¬ 
tem,  by  the  following  steps : 

(a)  Equitable  Sales  Company  will  be  dissolved; 

(b)  The  stock  of  Steam  Heating,  now  owned  by 
Duquesne,  will  be  transferred  to  Philadelphia 
Company; 

(c)  The  publicly-held  stock  of  Consolidated  Gas 
will  be  acquired  by  an  exchange  of  appropriate 
securities  of  Philadelphia  Company  for  such 
stock,  and  Consolidated  Gas  will  be  dissolved 
(Philadelphia  Company  Section  11(e)  Plan, 
pages  59  and  60 ) . 

1Except  for  stocks  of  Kentucky-West  Virginia  held  by 
Louisville  Gas  and  Electric  Company,  an  affiliate. 
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8.5  The  simplification  of  the  street  railway  and 
motor  coach  properties  in  the  holding  company  system 
of  Philadelphia  Company  will  be  accomplished  as  a  re¬ 
sult  of  the  pending  reorganization  proceedings  of  Pitts- j 
burgh  Railways  described  in  Findings  6.43  and  6.44 
hereof.  The  said  reorganization  proceedings  are  now  in 
progress  with  a  view  to  the  simplification  of  the  corpo¬ 
rate  structure  of  the  Pittsburgh  Railways  system  and 
to  the  combination  of  the  underlier  companies  into  a 
single  new  company,  pursuant  to  a  fair,  equitable  and 
feasible  plan  of  reorganization  (Philadelphia  Company 
Section  11(e)  Plan,  pages  60  to  63;  Tr.  640,  641). 

8.6  As  the  result  of  the  various  steps  contemplated 
by  the  Section  11(e)  Plan,  Philadelphia  Company  will 
be  the  direct  owner  of  nine  companies,  including  one 
electric  utility  company,  two  gas  utility  companies  and 
six  non-utility  companies,  which  companies  would  com¬ 
prise  four  functional  groups:  an  electric  group,  a  gas 
group,  a  transportation  group  and  an  auxiliary  group. 

i 

( a )  The  companies  in  the  electric  group  would 
be  Duquesne  Light,  which  supplies  electric  light,  heat 
and  power  service  in  the  City  of  Pittsburgh  and  sur¬ 
rounding  municipalities  in  Allegheny  and  Beaver  Coun¬ 
ties;  Steam  Heating,  which  furnishes  steam  heating 
service  in  the  City  of  Pittsburgh;  and  Cheswick  and 
Harmar,  which  operates  a  steam  railroad  between  the 
Harwich  Mine  and  the  Colfax  Power  Plant  of  Duquesne. 

(b)  The  companies  in  the  gas  group  would 
consist  of  Equitable  Gas,  which  distributes  natural  gas 
at  retail  in  the  City  of  Pittsburgh  and  surrounding 
communities  in  southwestern  Pennsylvania;  Pittsburgh 
and  West  Virginia,  which  is  primarily  a  natural  gas 
producing  and  transporting  company  operating  in 
northern  West  Virginia  and  from  which  Equitable  Gas 
obtains  the  major  part  of  its  gas  supply;  and  Kentucky- 
West  Virginia,  which  is  a  natural  gas  producing  com- 
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pany  operating  in  Kentucky  and  from  which  Pittsburgh 
and  West  Virginia  obtains  the  major  part  of  its  gas 
supply. 

(c)  The  transportation  group  would  consist  of 
Pittsburgh  Railways,  which  would  operate  a  system  of 
electric  street  railways  and  bus  lines  in  the  City  of 
Pittsburgh  and  surrounding  municipalities  in  south¬ 
western  Pennsylvania. 

(d)  The  auxiliary  group  would  include  Equi¬ 
table  Auto,  which  maintains  and  services  automotive 
equipment  for  the  subsidiaries  of  Philadelphia  Com¬ 
pany,  and  Equitable  Real  Estate,  which  owns  and  oper¬ 
ates  various  real  properties  in  the  City  of  Pittsburgh 
and  adjacent  territory,  including  an  office  building  which 
serves  as  the  main  office  of  the  Philadelphia  Company 
and  its  subsidiaries. 

i  A  chart  showing  the  organization  which  will  result 
from  this  program  is  contained  in  Exhibit  B  of  the 
Section  11(e)  Plan. 

8.7  As  the  result  of  the  various  steps  contemplated 
by  Philadelphia  Company’s  Plan  pursuant  to  Section 
11(e), 

(a)  Philadelphia  Company  would  cease  to  oc¬ 
cupy  the  dual  status  of  a  holding  company  and  a  gas 
utility  company. 

(b)  Pittsburgh  and  West  Virginia  would  cease 
to  be  a  holding  company. 

( c )  The  corporate  organization  of  the  gas  com¬ 
panies  in  the  holding  company  system  of  Philadelphia 
Company  would  be  simplified  by  the  elimination  of  the 
present  leases  between  Philadelphia  Company  and  Equi¬ 
table  Gas,  the  elimination  of  one  gas  company  and  one 
oil  company  and  the  elimination  of  the  intercompany 
indebtedness  now  existing  in  substantial  amounts  be¬ 
tween  the  gas  companies. 
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( d )  All  of  the  gas  producing,  transmission  and  j 
distribution  properties  located  in  Pennsylvania,  which 
are  now  owned  by  three  companies,  would  be  owned  and  j 
operated  by  Equitable  Gas. 

(e)  The  stock  interest  of  Louisville  Gas  and  ! 
Electric  Company  in  Kentucky-West  Virginia  would  be 
eliminated. 

i 

(f)  The  simplification  of  the  corporate  struc¬ 
ture  of  the  gas  companies  in  the  holding  company  sys¬ 
tem  of  Philadelphia  Company  would  make  it  possible 
to  issue  mortgage  bonds  against  the  gas  properties,  the 
proceeds  of  which  could  be  applied  to  the  retirement  of 
Philadelphia  Company’s  debt. 

(g)  In  addition  to  the  elimination  of  53  under- 
lier  street  railway  companies,  the  following  four  com¬ 
panies  in  the  present  holding  company  system  of  Phila¬ 
delphia  Company  would  be  eliminated :  Philadelphia  Oil 
Company,  Finleyville,  Consolidated  Gas  and  Equitable 
Sales  Company. 

Respectfully  submitted,  this  16th  day  of  Septem¬ 
ber,  1947. 

I 

(Signatures  omitted)  j 

i 

I 

' 

i 

j 

i 
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I 
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SUPPLEMENTAL,  FINDINGS  OF  FACT  REQUESTED 
BY  PHILADELPHIA  COMPANY,  ET  AL., 
RESPONDENTS 

[Filed  with  the  Commission  September  30, 1947; 

Transcript  pages  14019-14022] 

(Caption  omitted) 

6.40a  There  are  27  electric  substations  in  the  Pitts¬ 
burgh  Railways  system.  The  land  and  buildings  of  14  of 
them  belong  to  Duquesne  (C.  Ex.  A-9,  Par.  612).  Except 
for  two  instances  where  the  equipment  is  owned  by 
Pittsburgh  Railways  or  by  the  underliers  (C.  Ex.  A-9, 
Par.  613),  all  the  equipment  of  these  substations  is 
owned  by  Duquesne  and  is  leased  to  and  operated  by 
Pittsburgh  Railways  ( P.  Ex.  20,  p.  103 ) .  The  substation 
equipment  (consisting  of  rotary  converters  and  motor 
generator  sets,  together  with  other  necessary  equip¬ 
ment)  is  used  to  convert  the  alternating  current  fur¬ 
nished  by  Duquesne  to  direct  current  for  use  by  Pitts¬ 
burgh  Railways.  Operation  of  the  traction  system  is 
most  efficient  on  500  to  600  volts  direct  current. 
Although  alternating  current  can  be  transmitted  effi¬ 
ciently  up  to  200  or  300  miles,  direct  current  cannot  be 
transmitted  economically  for  more  than  a  few  miles. 
Therefore  it  is  possible  to  realize  great  economies  by 
generating  alternating  current  in  the  large  Duquesne 
plants  and  transmitting  it  to  the  various  substations 
where  it  is  converted  into  direct  current  near  the  point 
of  use  by  Pittsburgh  Railways  (C.  Ex.  A-9,  Par.  522, 
611). 

6.40b  Duquesne  and  Pittsburgh  Railways  have  a 
reciprocal  agreement  by  which  each  agrees  to  permit 
the  other  to  run  lines  on  its  poles,  and  to  transmit  on 
its  own  lines  power  for  the  other  ( C.  Ex.  A-9,  Par.  620 ; 
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Power  Contract  between  Duquesne  and  Pittsburgh  Rail¬ 
ways,  Article  13,  inc.  by  ref.  Tr.  3419). 

6.40c  Duquesne  and  Pittsburgh  Railways  use  a  ; 
common  radio  system  of  seven  fixed  and  sixty  mobile  j 
stations  (P.  Ex.  65-2,  p.  11-1-2  (2) ).  The  Telephone  De- 
partment  services  and  maintains  this  radio  system  and 
assists  in  the  extension  thereof  (P.  Ex.  65-2,  p.  11-1-2  j 
(c) ).  The  Telephone  Department  also  maintains  equip-  | 
ment  used  for  specialized  functions  in  the  operations  of  j 
Duquesne  and  Pittsburgh  Railways  such  as  the  remote 
control  of  circuit  breakers  on  the  electric  system,  the 
counting  of  street  car  traffic  and  the  recording  of  the 
position  of  street  cars  upon  the  transportation  system, 
and  in  some  cases  designed,  constructed  and  presently 
operates  such  equipment  (Tr.  1288,  1289). 

7.17a  The  capitalization  ratios  of  Duquesne  as  of 
December  31  of  each  of  the  years  from  1938  through 
1946  are  as  shown  in  the  following  table:  j 
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Source :  1938-39 — Commission  Exhibit  A-56. 

1940 —  Exhibit  D  to  U5S  Report  of  Philadelphia  Co. 

1941- 45 — Comm.  Exhibit  A-7,  A-7-a,  A-7-b,  A-7-c,  A-7-d. 
1946 — Exhibit  D  to  U5S  Report  of  Philadelphia  Co. 
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Supplemental  Findings  Requested  by  2623a 
Philadelphia  Co. 

i 

7.18a  Duquesne’s  3*4%  First  Mortgage  Bonds,  is¬ 
sued  in  1935,  have  always  been  accorded  top  quality 
rating  (i.e.,  A-l-plus  by  Standard  &  Poor’s,  and  Aaa  by 
Moody’s)  (Tr.  730,  3607).  Duquesne’s  2%%  First  Mort¬ 
gage  Bonds  issued  in  1947  have  been  accorded  the  same 
top  quality  rating.1 

7.57a  The  inability  of  Equitable  Gas  to  earn  the 
rental  provided  for  in  the  leases  mentioned  in  Finding 
3.3  gave  rise  to  the  inter-company  indebtedness  which 
has  accrued  on  the  books  of  Equitable  Gas  (Tr.  448). 
At  least  since  1937,  Philadelphia  Company  has  been  de¬ 
sirous  of  eliminating  this  deficit  and  of  recapitalizing 
Equitable  Gas  (Tr.  323,  448,  450) .  As  stated  in  Findings 
3.14  and  7.58,  Equitable  Gas  was  involved  in  rate  litiga¬ 
tion  from  1937  until  March  11, 1947.  Since  such  litigation 
affected  the  right  to  earn  and  earning  power  of  Equi¬ 
table  Gas,  its  capitalization  could  not  be  established 
until  these  factors  were  determined  (F.  7.58,  7.74). 
Therefore,  it  was  not  advisable  to  undertake  the  recapi¬ 
talization  until  the  conclusion  of  the  rate  litigation  (F. 
7.58,  7.74).  Since  Equitable  Gas  had  no  securities  or  in¬ 
debtedness  outstanding  in  the  hands  of  the  public 
(F.  7.30) ,  no  prejudice  could  result  to  any  member  of  the 
public  by  deferring  the  recapitalization. 

I 

7.57b  The  facts  stated  in  Finding  7.57a  hereof  and 
the  matter  of  the  recapitalization  of  Equitable  Gas  and 
the  reorganization  of  the  gas  properties  in  the  Philadel¬ 
phia  Company  system  were  discussed  from  time  to  time 
with  members  of  the  Staff  of  the  Commission,  who  bn 
various  occasions  expressed  their  concurrence  in  Phila¬ 
delphia  Company’s  belief  that  the  earning  power  of  the 
gas  properties  should  be  definitely  established  before  the 


*19  Moody’s  Public  Utilities  1865  (August  27, 1947). 


2624a  Findings  Proposed  by  Public  Utilities  Division. 

contemplated  recapitalization  and  reorganization  should 
be  undertaken,  the  last  such  occasion  being  in  the  latter 
part  of  the  year  1945  (Tr.  325,  326). 


FINDINGS  OF  FACT  REQUESTED  BY  STANDARD 
GAS  AND  ELECTRIC  COMPANY. 

[Transcript  pages  13704-13843] 

And 

SUPPLEMENTAL  FINDINGS  OF  FACT  REQUESTED 
BY  STANDARD  GAS  AND  ELECTRIC  COMPANY. 

[Transcript  pages  14023-14026] 

(Findings  of  Fact  and  Supplemental  Findings  of 
Fact  requested  by  Standard  Gas  and  Electric  Company 
were  filed  with  the  Commission  September  16, 1947  and 
September  30,  1947,  respectively.  They  are  omitted  here 
for  the  reason  that  they  are  substantially  identical  with 
the  Findings  of  Fact  and  Supplemental  Findings  of  Fact 
requested  by  Philadelphia  Company,  et  al.,  printed 
above.) 


PROPOSED  FINDINGS  OF  FACT  FILED  BY 
DIVISION  OF  PUBLIC  UTILITIES. 


[Filed  with  the  Commission  September  16,  1947 ; 
Transcript  pages  13844-13878] 


(The  material  printed  here  was  filed  as  pages  4  to 
39,  inclusive,  of  a  document  entitled  “Brief  of  Counsel 
for  the  Public  Utilities  Division.”  The  remaining  por¬ 
tions  of  such  document  were  not  certified  to  the  Court 
and  are  omitted  here. ) 


Findings  Proposed  by  Public  Utilities  Division.  2625a 


STATEMENT  OF  CERTAIN  BASIC  FACTS 


We  are  here  setting  forth  certain  additional  basic 
facts  which  we  believe  are  not  subject  to  any  genuine 
dispute  and  which  we  urge  the  Commission  to  find 
among  its  factual  findings  in  these  consolidated  pro¬ 
ceedings. 


Philadelphia  Company 


The  names  of  the  subsidiary  companies  presently 
embraced  in  the  holding  company  system  of  Philadel¬ 
phia  Company,  the  corporate  relationship  of  the  system 
companies  to  each  other,  and  the  nature  of  their  busi¬ 
ness  as  of  December  31, 1946  are  as  follows: 


TABLE  I 


Name  of  Company 

Philadelphia  Company 
Duquesne  Light  Company 
Allegheny  County  Steam  Heat¬ 
ing  Company 

Pittsburgh  and  West  Virginia 
Gas  Company* 

Equitable  Gas  Company 
Philadelphia  Oil  Company* 
Finleyville  Oil  and  Gas  Company 
Kentucky  West  Virginia  Gas 
Company* 

The  Consolidated  Gas  Company 
of  the  City  of  Pittsburgh** 
The  Cheswick  and  Harmar  Rail¬ 
road  Company 
Equitable  Auto  Company 
Equitable  Real  Estate  Company 
Equitable  Sales  Company** 
Pittsburgh  Railways  Company 
Allegheny,  Bellevue  and  Per- 
rysville  Railway  Company 


%  of 
Voting 

Nature  of 

Control 

Business 

— 

Holding  Co.  j 

100.0 

Electric  Co. 

100.0 

Steam  Co. 

j 

100.0 

i 

Holding-Gas  Co. 

100.0 

Gas  Co. 

100.0 

Petroleum  Prod. 

100.0 

Gas  Prod. 

60.0 

j 

Gas  Prod. 

71.17 

Mfd.  Gas 

100.0 

Freight  Trans. 

100.0 

Auto  Serv. 

100.0 

Real  Estate 

100.0 

Appl.  Sales 

100.0 

Street  Rwy. 

100.0 

it  u 
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TABLE  I  (Cont’d.) 

%  of 

Voting  Nature  of 
Name  of  Company  Control  Business 

Philadelphia  Company  (Cont’d.) 

Pittsburgh  Railways  Company 
(Cont’d.) 

The  Allenport  and  Roscoe  Elec- 


trie  Street  Railway  Company 

100.0 

Street  Rwy. 

Ben  Avon  and  Emsworth 
Street  Railway  Company 

100.0 

it 

tt 

Bon-Air  Street  Railway 
Company 

100.0 

tt 

tt 

Cedar  Avenue  Street  Railway 
Company 

100.0 

It 

tt 

East  McKeesport  Street  Rail¬ 
way  Company 

100.0 

it 

tt 

Mt.  Washington  Street  Rail- 
way  Company 

100.0 

ti 

tt 

Mt.  Washington  Tunnel  Com¬ 
pany 

100.0 

Tunnel 

Pittsburgh,  Canonsburgh  and 
Washington  Railway  Com¬ 
pany 

100.0 

Street  Rwy. 

Pittsburgh  &  Charleroi  Street 
Railway  Company 

100.0 

a 

u 

Pittsburgh  Motor  Coach  Com¬ 
pany 

100.0 

Bus  Trans. 

Superior  Avenue  &  Shady  Ave¬ 
nue  Street  Railway  Company 

100.0 

Street  Rwy. 

United  Traction  Company  of 
Pittsburgh 

99.75 

it 

u 

Federal  Street  and  Pleas¬ 
ant  Valley  Passenger 
Railway  Company 

53.57 

it 

a 

Glen  wood  and  Dravosburg 
Electric  Street  Railway 
Company 

100.0 

a 

a 
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TABLE  I  (Cont’d.) 

%  of 
Voting 

Name  of  Company  Control 


Philadelphia  Company  (Cont’d.) 
Pittsburgh  Railways  Company 
(Cont’d.) 

United  Traction  Company  of 
Pittsburgh  (Cont’d.) 


Nature  of 
Business 


\ 


The  McKeesport  and  Ray- 
noldton  Passenger  Railway 
Company 

The  Pittsburgh,  Allegheny 
and  Manchester  Traction 
Company 

Pittsburgh,  Allegheny  and 
Manchester  Passenger 
Railway  Company 

Pittsburgh  Union  Passen¬ 
ger  Railway  Company 

Second  Avenue  Passenger 
Railway  Company 

Second  Avenue  Traction 
Company 

The  Second  Avenue  Traction 
Company 

Washington  and  Canonsburg 

Railway  Company 

West  End  Traction  Company 

Pittsburgh,  Crafton  and 
Mansfield  Street  Railway 
Company 

Pittsburgh,  Neville  Island 
and  Coraopolis  Railway 
Company 

Pittsburgh  and  West  End 
Railway  Company 

West  Liberty  and  Suburban 
Street  Railway  Company 

West  Shore  Electric  Street  Rail¬ 
way  Company 


100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


Street  Rwy. 


100.0 
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TABLE  I  (Cont’d.) 


Name  of  Company 


%  of 
Voting 
Control 


Nature  of 
Business 


Philadelphia  Company  (Cont’d.) 
Pittsburgh  Railways  Company 
(Cont’d.) 


Consolidated  Traction  Company 

Ardmore  Street  Railway  Com¬ 
pany 

The  Central  Traction  Company 

Central  Passenger  Railway 
Company 

The  Duquesne  Traction  Com¬ 
pany 

The  Duquesne  Street  Railway 
Company 

Fort  Pitt  Traction  Company 

The  Pittsburgh  Traction  Com¬ 
pany 

The  Momingside  Electric  Street 
Railway  Company 

Seventeenth  Street  Incline  Plane 
Company 

The  Citizens  Traction  Co. 

Penn  Street  Railway  Company 

Monongahela  Street  Railway  Com¬ 
pany 


98.78  Street  Rwy. 

100.0 

97.29 

100.0 

88.56 

100.0 

100.0 

99.46 

100.0 

100.0  Incline  Plane 
Trans. 

13.14  Street  Rwy. 
100.0 

24.70 


There  are  twelve  (12)  other  street  railway  com¬ 
panies  in  the  Pittsburgh  Railways  system,  the  proper¬ 
ties  of  which  are  operated  under  lease  and  other 
agreements  as  an  integral  part  of  the  transportation 


*  These  companies  are  incorporated  in  the  State  of  West 
Virginia;  all  others  are  Pennsylvania  corporations. 

**  Inactive  companies. 


I 
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system  but  whose  voting  securities  are  publicly  held  to 
the  extent  of  93%  or  more  in  each  instance.  Of  such 
companies,  4  are  street  railway  companies,  3  are  rail¬ 
road  companies,  and  2  are  incline  plane  companies. 

(Comm.  Exhs.  A-5,  A-5-A  to  A-5-C,  incl.  and  1946 
U-5-S  statement  of  Philadelphia  Co.,  File  No.  30-156, 
item  4,  inc.  by  ref.) 

The  names  of  the  members  of  the  Board  of  Direc¬ 
tors  as  of  December  31,  1946,  of  Philadelphia  Company 
and  of  Duquesne  Light  Company,  their  business  ad¬ 
dresses,  and  their  relationships  with  Standard  Gas  and 
Public  Utility  Engineering  and  Service  Corporation,  the 
subsidiary  service  company  of  Standard  Gas,  are  as 
follows: 

i 

i 

i 

i 


i 

i 


i 


j 


Relationship  with 
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Braun 

Edward  C.  Pittsburgh,  Pa.  -  Director, 

Stone  Vice  President 

and  General 
Manager 


•Also  Chairman  of  Board  of  Directors  of  Equitable  Gas,  and  Pittsburgh  W.  Va. 
bAlso  Director  of  Equitable  Gas,  Ky.  W.  Va.,  and  Pittsburgh  W.  Va. 

cAlso  President  of  Equitable  Gas,  Pittsburgh  W.  Va.,  Finleyville,  and  Philadelphia  Oil;  Vice 
President  of  Ky.  W.  Va. 

dAlso  President  of  Ky.  W.  Va.  Consolidated  Gas;  Director  of  Equitable  Gas,  Finleyville,  and 
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On  April  22,  1947,  at  the  annual  meeting  of  stock¬ 
holders  of  Philadelphia  Company,  nine  directors  were 
elected,  three  being  additional  directors,  a  fourth  tak¬ 
ing  the  place  on  the  Board  previously  occupied  by 
Bernard  W.  Lynch,  and  the  remaining  five,  i.e.,  Crowley, 
Kellogg,  Perrott,  Fleger,  and  McCance,  being  reelected. 
The  four  persons  newly  elected,  namely,  James  Bruce,4 
Kent  Cochran,  William  J.  Froelich,  Robert  J.  Levy,  are 
also  members  of  the  Board  of  Directors  of  Standard  Gas. 

Table  m  below  is  a  condensed  corporate  balance 
sheet,  per  books,  as  of  December  31,  1946,  of  Philadel¬ 
phia  Company  with  capitalization  ratios. 


4  The  Staff  is  informed  that  Bruce  has  subsequently  re¬ 
signed  from  the  respective  boards  of  directors. 


TABLE  m 
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Current  assets  .  7,569,271 

Deferred  charges .  3,903,280 

Total  Assets .  $159,897,942 


TABLE  III  (Cont'd) 
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Total  common  stock  and  sur-  _ _ 

Plus  .  $  41,566,969  31.0% 

Total  Liabilities .  $159,897,942 

Phila.  Co.  Exh.  78 
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There  is  shown  in  Table  IV  below  a  condensed  con- 
solidated  balance  sheet  of  Philadelphia  Company  and 
subsidiaries,  excluding  Pittsburgh  Railways  and  sub¬ 
sidiaries,  as  of  December  31,  1946. 

i 

i 

i 

! 

TABLE  IV  | 

i 

Assets 

Property,  plant,  and  equipment .  $300,040,516 

Investment  and  fund  accounts: 

Investments  in  street 

railway  companies  .  $74,962,785  j 


Less:  Reserves  and 

deferred  credits .  46,678,715  j 

■ 

Net  investment  in  street  railway  cos .  28,284,070 

Other  .  1,856,430 

Current  assets  . .  29,426,168 

Deferred  charges .  11,667,323 

Capital  stock  expenses — subsidiary  com¬ 
pany  .  307,207 

■  i 

Total  Assets  .  $371,581,714 


Liabilities 

Funded  debt: 

Philadelphia  Company — 

4 y4  %  Coll.  Tr.  Sinking  Fund  Bonds  due 


1961  .  $  47,538,000 

2%%  Coll  Tr.  Serial  Notes  due  serially 
to  1951  .  4,800,000 

Other  .  154,000 

Subsidiaries’  funded  debt .  71,098,941 
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Preferred  Stocks: 

Philadelphia  Company — 

6%  Cumulative  Preferred .  $  24,557,000 

$6  Cumulative  Preference .  10,000,000 

$5  Cumulative  Preference .  5,386,800 

Preferred  5%  Non-Cumulative .  15,800 

Subsidiaries’  preferred  stocks .  32,167,300 

Common  Stocks: 

Philadelphia  Company — 

Common,  no  par  value .  37,632,191 

Common  (scrip)  .  1,493 

Subsidiary  Company  Common  Stock, 
no  par  value .  521,886 

Current  Liabilities  .  19,811,772 

Deferred  credits .  1,102,372 

Reserves: 

Retirement  .  92,767,226 

Other  .  1,233,171 

Contributions  in  aid  of  construction .  843,505 

Minority  interest  in  surplus  of  subsidiary 
company  .  713,939 

Surplus  invested  in  capital  stocks  of  Phil¬ 
adelphia  Company  reacquired .  3,421 

Paid-in  surplus — Philadelphia  Company..  699,993 

Special  capital  surplus — subsidiary  com¬ 
panies  .  9,385,367 

Earned  Surplus  .  11,147,536 

Total  Liabilities .  $371,581,714 


Source :  Exhibit  F.  1946  U-5-S  statement  of  Philadelphia 
Company.  File  No.  30-156,  inc.  by  ref. 


i 
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i 

i 

The  funded  debt  of  Philadelphia  Company  listed  in 
the  corporate  balance  sheet  (Table  HI),  all  of  which 
is  publicly  held,  is  represented  by: 

4%  %  Collateral  Trust  Sinking 

Fund  Bonds,  due  July  1, 1961....  $47,538,000 

2%%  Collateral  Trust  Serial  j 

Notes,  due  serially  to  July  1,  i 

1951  .  4,800,000  j 

Other  .  154,000 

Total .  $52,492,000* 

The  4*4%  Collateral  Trust  Bonds  and  2%%  Col¬ 
lateral  Trust  Serial  Notes  are  secured  by  the  pledge  of 
2,040,000  shares  of  the  Common  Stock  of  Duquesne  ( rep¬ 
resenting  94.76%  of  total  outstanding  common  stock, 
all  of  which  is  owned  by  Philadelphia  Company). 

i 

The  2%%  Collateral  Serial  Notes  mature  in  the 
amount  of  $1,200,000  annually,  and  are  presently  call¬ 
able  at  prices  ranging  from  100  to  100%.  j 

.  j 

The  4%%  Collateral  Trust  Bonds  are  presently 
callable  at  104%,  except  for  sinking  fund  purposes; 
the  call  price  presently  being  101%  for  such  fund. 
Under  the  terms  of  the  Indenture  securing  the  bonds 
Philadelphia  Company  must  pay  to  the  Trustee  as  a 
Sinking  Fund  an  amount  of  $3,550,000  annually  less 
interest  on  outstanding  bonds  and  notes  and  the  prin¬ 
cipal  amount  of  Serial  Notes  maturing.  The  net  sink¬ 
ing  fund  payments  are  applied  to  the  purchase  of  bonds 
by  the  Trustee.  (Com.  Exhs.  A-12-A,  A-12-B). 

I 

The  capital  stock  of  Philadelphia  Company,  as  of 
December  31,  1946,  is  represented  by  the  following: 

i 

- 

i 

‘Excluding  debt  maturing  within  one  year. 
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1,580  shs.  Preferred  5%  Non-Cumulative,  $10  par 
value 

491,140  shs.  6%  Cumulative  Preferred,  $50  par  value 

100,000  shs.  $6  Cumulative  Preference,  no  par,  stated 
value  $100 

53,868  shs.  $5  Cumulative  Preference,  no  par,  stated 
value  $100 

5,190,647  shs.  Common  Stock  no  par,  stated  value  $7.25 

205-11/1 2  shs.  Common  Stock  scrip,  no  par  stated  value 

$7.25 

All  of  the  Preferred  and  Preference  Stocks  and  3.01 
of  the  Common  Stock  are  publicly  held. 

The  Preferred  5%  Non-Cumulative  Stock  has  first 
preference  as  to  dividends  and  has  equal  voting  rights 
with  the  Common  Stock  of  one  vote  per  share  on  all 
matters  submitted  to  a  vote  of  the  stockholders.  The 
Preferred  5%  Non-Cumulative  Stock  is  not  callable  and 
in  liquidation,  voluntary  or  involuntary,  the  holders  of 
the  stock  have  a  preference  as  to  current  dividends  and, 
after  the  holders  of  the  6%  Cumulative  Preferred  Stock 
have  been  paid  $50  per  share  plus  accrued  dividends  and 
the  holders  of  the  $6  and  $5  Cumulative  Preferred  Stocks 
have  been  paid  $100  per  share  plus  accrued  dividends, 
the  holders  of  the  Preferred  5%  Non-Cumulative  Stock 
and  the  Common  Stock  are  entitled  to  receive  the  remain¬ 
ing  assets,  share  for  share,  except  that  in  the  opinion  of 
Philadelphia  Company’s  counsel,  the  holders  of  the  Pre¬ 
ferred  5%  Non-Cumulative  Stock  are  not  entitled  to 
participate  with  the  Common  Stock  in  surplus  earned 
subsequent  to  the  issuance  of  the  Preferred  5%  Non- 
Cumulative  Stock. 

The  6%  Cumulative  Preferred  Stock  has  second 
preference  as  to  dividends  of  6%  per  annum  and  is  non- 
callable.  The  stock  does  not  have  voting  rights  except 
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i 

in  certain  specified  instances  as  set  forth  below  and 
further  that,  in  the  event  of  any  default  in  the  payment 
of  dividends,  holders  of  this  stock  are  entitled  to  one 
vote  per  share  on  all  matters  submitted  to  a  vote  of 
stockholders  so  long  as  such  default  shall  continue.  Vot¬ 
ing  rights  in  respect  of  the  election  of  directors  are  as 
stated  below:  j 

The  $6  and  $5  Cumulative  Preference  Stocks  have 
equal  preference  as  to  dividends  ahead  of  the  Common 
Stock  and  both  series  are  callable  at  $110  per  share,  plus 
accrued  dividends  and  in  the  event  of  liquidation  either 
voluntary  or  involuntary  are  entitled  to  $100  plus  ac¬ 
crued  dividends.  The  $6  and  $5  Cumulative  Preference 
Stocks  are  not  entitled  to  any  vote  except  in  certain 
instances  as  specified  below.  However,  in  the  event  of 
default  in  the  payment  of  four  (4)  quarterly  dividends, 
both  the  $6  and  $5  Cumulative  Preference  Shares  ate 
entitled  to  one  vote  per  share  on  all  matters  submitted 
to  the  vote  of  stockholders,  so  long  as  such  default  shall 
continue. 

In  the  event  of  any  default  in  the  payment  of  divi¬ 
dends  on  the  6%  Cumulative  Preferred  or  $6  and  $5 
Cumulative  Preference  Stocks  at  the  date  of  any  annual 
meeting  of  the  stockholders,  holders  of  such  stocks  as 
are  then  in  default,  voting  as  one  class  shall  be  entitled 
to  elect  two  members  of  the  Board  of  Directors  and  the 
holders  of  the  Preferred  5%  Non-Cumulative  Stock  and 
the  Common  Stock,  voting  as  one  class,  shall  be  entitled 
to  elect  the  remaining  members  of  the  Board  of  Direc¬ 
tors.5  In  the  event  that  dividends  are  in  arrears  for  three 
full  years  on  any  of  the  Preferred  Stocks  other  than  the 
Preferred  5%  Non-Cumulative  Stock,  such  Preferred 
Stocks,  as  are  then  in  default,  voting  as  one  class,  shall 
be  entitled  to  elect  the  .smallest  number  of  directors 

*  i 

i 

5The  Board  of  Directors  of  Philadelphia  Company  is 
presently  composed  of  nine  (9)  members. 
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necessary  to  constitute  a  majority  of  the  Board  of  Direc¬ 
tors,  and  the  holders  of  the  Preferred  5%  Non-Cumula- 
tive  Stock  and  the  Common  Stock,  voting  as  one  class, 
shall  be  entitled  to  elect  the  remaining  members  of  the 
Board  of  Directors. 

In  addition  Philadelphia  Company  may  not,  without 
the  consent  of  the  record  owners  of  two-thirds  in  amount 
of  the  6%  Cumulative  Preferred  Stock  then  outstanding, 
(a)  authorize  or  issue  any  stock  having  any  preference 
or  priority  over  this  stock,  (b)  authorize  any  increase 
or  reduction  of  this  stock,  or  ( c )  authorize  any  increase 
of  the  mortgage  or  secured  indebtedness  of  the  company 
requiring  authorization  or  approval  by  its  stockholders. 
Further,  no  new  class  of  stock  having  prior  preference 
in  dividends  or  assets  over  the  $6  and  $5  Cumulative 
Preference  Stocks  (except  shares  of  Preferred  5%  Non- 
Cumulative  Stock  and  shares  of  6%  Cumulative  Pre¬ 
ferred  Stock)  may  be  created  except  with  the  consent 
of  the  record  holders  of  at  least  a  majority  of  the  shares 
of  the  $6  and  $5  Cumulative  Preference  Stocks  at  the 
time  outstanding.  ( Phila.  Co.  Exh.  21 ) 

Philadelphia  Company  is  the  guarantor  of  the  pay¬ 
ment  of  principal  and  interest  on  $1,968,000  of  Pitts¬ 
burgh  Railways  Company  5%  General  Mortgage  Bonds 
due  in  1953.  In  addition  Philadelphia  Company  is  also 
guarantor  of  the  performance  of  leases  of  certain  other 
railway  companies  in  the  Pittsburgh  Railways  system. 
Philadelphia  Company  makes  payments  annually  pur¬ 
suant  to  such  guarantees.These  guarantees  are  discussed 
more  fully  hereinafter  at  p.  35-36. 

During  the  period  1941  through  1946,  Philadelphia 
Company,  as  guarantor  of  the  above-mentioned  bonds 
of  Pittsburgh  Railways  and  of  the  performance  of  leases 
by  certain  of  the  lessee  railway  companies,  as  mentioned 
above,  made  the  following  annual  payments  of  rentals, 
interest,  and  taxes  under  such  guarantees. 
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TABLE  V 

Net  Payments  Amount  Received 


Year 

Made  by  Phila. 
Co.  Under 
Guarantees? 

by  Consolidated 
Subsidiaries  of 
Phila.  Col 

Amount 
Received 
by  Others  j 

'  j 

1941  . 

.  $  629,217 

$101,093 

$  528,124  j 

1942  . 

628,097 

104,560 

523,536  ! 

1943  . 

629,406 

41,200 

588,206  j 

1944  . 

.  1,913,999* 

103,611 

1,810,388  I 

1945  . 

.  1,207,474= 

105,510 

1,101,964  j 

1946  . 

886,200 

104,560 

781,640  j 

“The  amounts  so  listed  are  after  deduction  of  interest 
on  bonds  and  dividends  on  stock  of  companies  received  by 
Philadelphia  Co.  through  ownership  of  securities  and  as  to 

which  companies  it  guarantees  payment  of  rental  and  interest. 

! 

bThese  amounts  are  comprised  of  dividends  on  stocks  and 
interest  on  bonds  of  companies  of  which  Philadelphia  Company 
guarantees  payment  of  rental  and  interest.  j 

c$  13,434  of  the  amount  paid  in  1945  and  $975,455  of  the 
amount  paid  in  1944  represents  payments  of  taxes  and  interest 
thereon,  applicable  to  prior  years,  which  was  the  subject  of 
litigation. 

(Comm.  Exhs.  A-7  to  A-7-D  incl.,  and  1946  U-5-S  states 

ment  of  Phila.  Co.  File  No.  30-156  inc.  by  ref.)  ! 

j 

Philadelphia  Company  also  guarantees  and  obligates 
itself  to  pay  4%  per  annum  on  the  par  value  of  the  6% 
Preferred  Stock  of  Consolidated  Gas  Co.  of  the  City  of 
Pittsburgh.  ( Comm.  Exh.  A-24. ) 

i 

A  further  guarantee  is  made  by  Philadelphia  Com¬ 
pany  with  respect  to  the  assumption  by  Duquesne  of  a 
predecessor  company’s  lease  of  property  from  Monoh- 
gahela  Light  and  Power  Company  (Monongahela)  by 
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an  agreement  dated  January  1,  1902.  The  covenants  of 
the  lease  include  the  payment  of  annual  rental,  a  further 
sum  for  maintaining  corporate  existence  of  Mononga¬ 
hela,  and  the  payment  of  interest  on  the  Monongahela 
First  Mortgage  5%  Gold  Bonds  due  1949.  In  addition 
Duquesne  is  obligated  to  unite  with  Monongahela  in  the 
issue  of  new  bonds  for  the  purpose  of  taking  up  the  out¬ 
standing  bonds  of  Monongahela  as  they  mature.  ( Comm. 
Exhs.  A-14,  A-15. ) 

The  capitalization,  including  surplus,  of  the  electric 
and  gas  utility  subsidiaries  of  Philadelphia  Company  as 
of  December  31,  1946,  per  books,  was  as  follows : 
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(  )  denotes  red  figure. 

'Consists  of  $13,540,408  of  6%  demand  notes  and  $27,919,135  of  open  account  indebtedness  owed 
to  Pittsburgh  W.  Va.,  and  Philadelphia  Co.  respectively.  1946  U-5-S  statement  of  Philadelphia  Com¬ 
pany,  File  No.  80-166,  inc.  by  ref. 
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The  property  accounts  and  applicable  depreciation 
reserves  of  the  principal  subsidiaries  of  Philadelphia 
Company  as  of  December  31,  1946,  per  books,  were  as 
follows : 

TABLE  Vn 


Subsidiaries 

Total 

Plant 

Account 

Reserve  for 
Deprecia¬ 
tion  and 
Depletion 

%  of 
Reserve 
to  Plant 
Account 

Duquesne  . 

$185,066,670 

$38,157,202 

20.6% 

Pittsburgh  W.  Va. 

21,965,194 

13,995,971 

63.7 

Equitable  Gas  . 

6,663,404 

4,110,144 

61.7a 

Ky.  W.  Va . 

24,327,414 

13,959,229 

57.4 

Pittsburgh  Rail¬ 
ways  and  subsid¬ 
iaries  and  other 
street  railway 
subsidiaries  of 
Philadelphia 
Company 
(consolidated)  ... 

98,407,600 

29,915,163 

30.4 

aEquitable  Gas  also  leases  and  operates  approximately 
$38,000,000  of  property  owned  by  Philadelphia  Company  to 
which  a  reserve  for  depreciation  of  approximately  $16,000,000 
is  applicable.  If  such  property  and  depreciation  reserve  is 
included  with  that  of  Equitable  Gas,  the  ratio  would  be  45.0%. 

1946  U-5-S  statement  of  Philadelphia  Company,  File  No.  30- 
156,  inc.  by  ref.  Answer  of  Philadelphia  Co.  et  al.,  at  p.  35. 

Philadelphia  Company  has  obtained  most  of  its 
corporate  income  in  recent  years  in  the  form  of  divi¬ 
dend  income  from  Duquesne  and  rental  income  from 
Equitable  Gas,  as  shown  in  the  following  table: 


I 
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TABLE  Vm 


Year 

Dividends 

from 

Duquesne 

Lease 

Rental  from 
Equitable 
Gas 

All  Other 

i 

1 

i 

Total 

Revenues 

1946 

$7,965,464 

$2,662,240 

$1,409,437  $12,037,141 

1945 

8,180,746 

2,894,887 

1,285,504 

12,361,137 

1944 

8,396,029 

2,897,033 

787,222 

12,080,284  | 

1943 

8,611,312 

2,720,909 

568,158 

11,900,379 1 

1942 

8,611,312 

2,639,339 

544,430 

11,795,081  j 

1941 

8,396,029 

2,100,052 

593,238 

11,089,319 1 

1946  U-5-S  statement  of  Philadelphia  Company,  File  No.  30- 
156,  inc.  by  ref.  Comm.  Exhs.  A-7  to  A-7-D  incl.  j 

I 

The  average  gross  operating  revenues  of  Phila-, 
delphia  Company  and  its  subsidiaries,  as  consolidated, 
(excluding  the  Pittsburgh  Railways  System  and  other 
railway  subsidiaries  of  Philadelphia  Company)  for  the 
period  1941  to  1946  and  the  percentage  relationship  of 
type  of  revenues  to  total  revenues  were  as  follows : 


TABLE  IX 


Type  of  Revenue 

Amount 

%  of 
Total 

Electric  . 

$41,901,022 

71.1% 

Gas  . 

15,987,287 

27.1 

Steam  . 

923,839 

1.6 

Oil  . 

137,965 

.2 

Total  Gross  Operating 
Revenues  . 

$58,950,113 

100.0% 

1946  U-5-S  statement  of  Philadelphia  Company,  File  No.  30- 
156,  inc.  by  ref.  Comm.  Exhs.  A-7  to  A-7-D,  incl. 
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The  average  gross  income,  income  deductions,  net 
income,  Preferred  Stock  dividend  requirements  and  bal¬ 
ance  available  for  Common  Stock  for  the  period  1941 
to  1946,  inclusive,  of  the  major  subsidiaries  of  Phila¬ 
delphia  Company  on  a  corporate  basis  and  of  Pittsburgh 
Railways  System  and  other  railway  subsidiaries  of 
Philadelphia  Company  on  a  consolidated  basis  were  as 
follows : 


TABLE  X 
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(  )  Denotes  red  figure. 

Comm.  Exhs.  A-7  to  A-7-D,  incl.,  A-39,  A-41,  A-42,  A-43,  1946  U-5-S  statement  of  Philadelphia 
Company,  File  No.  30-156,  inc.  by  ref. 
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The  corporate  and  consolidated  net  income  of  Phila¬ 
delphia  Company,  the  Preferred  and  Preference  Stock 
dividend  requirements  of  Philadelphia  Company,  and 
the  balance  of  net  income  applicable  to  its  Common 
Stock  on  a  corporate  and  consolidated  basis  and  the 
amount  of  Common  Stock  dividends  paid  from  1941 
through  1946,  per  books,  were  as  shown  in  the  follow¬ 
ing  table: 


Findings  Proposed  by  Public  Utilities  Division.  2649a 


s 

H 

P 

PQ 

◄ 

E-< 


is, 


^  1 
CQ 


©I 


s 


w- 


CD 

CD 

CO 

CO 

CO 

in 

in 

in 

in 

CO 

00 

00 

00 

00 

CQ 

TjT 

tsT 

b- 

in 

in 

in 

in 

▼H 

00 

00 

00 

00 

in 

CM~ 

oi 

CM 

CM~ 

CM~ 

CM 

in 

O 

CO 

00 

iH 

co 

t- 

00 

05 

CO 

tH 

CO 

r-^ 

© 

TtT 

CD 

CO 

00 

05 

o 

CO 

r* 

e'¬ 

CO 

CO 

CO 

en 

00 

00 

CO 

00 

CO 

o 

lO 

lO 

CO 


60- 


CO  lO 
o  CO 
b-  C5 

•k  •» 

tH  t"- 
iH  05 
O  <M 

0k  •» 

CO  CO 
€0- 


CM  CM 
in  CO 
05  t— I 

CO  t* 
O  CO 
b- 

in  lO 

CO¬ 


o 

o 

o 

o 

iH 

in 

in 

in 

in 

in 

in 

in 

in 

in 

in 

00 

co 

co 

00 

CO 

Tt< 

CO 

CO 

00 

00 

00 

CM 

CM 

CM 

CM 

cm" 

CO 

00 

in 

•v 

05 

O 

0k 

t- 


in 

00 

05 

l> 

3 

in 


cq  CM 

co  in 

tH  b» 

0k  •>» 

05  CO 
CO  CO 
O  05 

0k  0k 

00  b- 


O  CO 
CM  CO 
b-  05 

05  05 

b-  00 
t-  05 

in  in 


o 

in 

b- 

•k 

CO 

tH 

in 


CO 

in 

tH 

00 

CM 

cs 

k*< 

Tt< 

© 

05 

05 

05 

05 

05 

i— 1 

rH 

iH 

rH 

iH 

© 

© 

U 

-+-> 

03 

© 


u 

o 

$ 


in 

CD 

CM 

CM 

22 

u 

tH 

CO 

tH 

o 

00 

as 

tH 

O 

0k 

CD 

CM 

c0 

'O 

tjT 

in 

tH 

in 

in 

05 

s 

tH 

CM 

00 

Jfj 

05 

0k 

b- 

0k 

CO 

0k 

in 

CO 

0k 

00 

Tt< 

in 

in 

CO 

03 


H3 

G 

aS 

03 

>> 

aS 


CS 

« 

X 

be 

s* 

o 

X 


s! 

^  c 

©  s 

'O  £■ 

3  s 

•o  O 
£3  O 


05  -g  .55 

co  2  x 

05  a 

tH  O'© 
CO  ^  'O 

^  JS  — 

^  X 

®  £ 
£ 

© 

tS  ° 


o 

£ 

© 


>» 

fi 

aS 

a 

£ 

o 

O 


X 

£* 

’© 

X 

(U 

I 

«w 
1  O 


© 

•  £ 
© 
-*-> 

03 

m 

i 

X 

• 

p 

CD 

Tj* 

05 


03 


03 


05 


© 
©  cS 

-4-J  X 

eS  ^3 

FT~^  *»H 

X  03 

*3  *2 
03  2 
c  * 
o  . 

?  & 
j* 

<s 


00 

CO 

I 

<3 


© 

S3 

Q 

I 

tT 

<3 


<  S 


x 

W 


o 

S3 


£§ 
o  6 

' — '  CO 


2650a  Findings  Proposed  by  Public  Utilities  Division. 

The  consolidated  capitalization  including  surplus 
of  Philadelphia  Company  and  its  subsidiaries  (other 
than  Pittsburgh  Railway  System  Companies )  per  books 
as  of  December  31,  1946  and  as  adjusted  to  reflect  Pre¬ 
ferred  and  Preference  Stocks  at  their  involuntary  liqui¬ 
dating  value,  and  to  eliminate  known  amounts  of  excess 
over  original  cost  of  utility  plant,  is  shown  in  Appendix 
A,  attached  hereto. 

Duquesne  Light  Company 

Duquesne  owns  and  operates  facilities  for  the  gen¬ 
eration,  transmission,  and  distribution  of  electric  en¬ 
ergy.  The  electric  properties  owned  and  operated  by 
Duquesne  have  been  held  by  the  Commission  to  con¬ 
stitute  an  integrated  electric  utility  system  (9  S.E.C. 
862).  Duquesne  supplies  electricity  to  approximately 
374,000  customers  in  and  around  the  highly  industrial¬ 
ized  City  of  Pittsburgh,  Pennsylvania.  Its  five  large 
steam  plants  have  a  rated  capacity  of  624,000  KW  and 
in  1946  the  Company  sold  2,766,690,671  KWH  to  its 
customers.  At  December  31,  1946  Duquesne  reported 
total  assets  of  $213,898,100,  and  for  the  twelve  months 
ending  December  31,  1946  gross  operating  revenues 
totaled  $42,607,583,  of  which  $2,162,114  represented 
sales  to  affiliated  companies,  including  $2,035,585  to  the 
trustees  of  the  Railways  system. 

(1946  U-5-S  statement  of  Philadelphia  Co.,  File 

No.  30-156,  inc.  by  ref.) 

At  December  31,  1946  Duquesne’s  gross  plant  and 
property  account  totaled  $185,066,670.  Included  in  this 
amount  was  $3,508,672  classified  in  Account  100.5,  Elec¬ 
tric  Plant  Acquisition  Adjustments.  Pursuant  to  orders 
of  the  Federal  Power  Commission  and  the  Pennsylvania 
Public  Utility  Commission  issued  in  January  1946,  Du¬ 
quesne  is  disposing  of  amounts  classified  in  Account 
100.5  by  equal  monthly  charges  over  a  15  year  period 
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and  has  previously  disposed  of  $30,853,582  classified  in 
Accounts  100.5  and  107  by  immediate  charge-off  in  ; 
varying  amounts  to  Earned  and  Capital  Surplus  Ac-  1 
counts  and  various  reserve  and  other  accounts. 

j 

( 1946  U-5-S  statement  of  Philadelphia  Co.,  File  j 

No.  30-156,  inc.  by  ref.,  Answer  of  Philadelphia 

Co.  at  P.  8)  ! 

Duquesne’s  capital  structure  consists  of  $70,000,000  j 
of  3V2%  First  Mortgage  Bonds,  $27,500,000  of  5%  Cumu-  j 
lative  First  Preferred  Stock  ($100  par  value)  and  ! 
$56,813,120  of  Common  Stock.  All  of  the  debt  and  pre-  ! 
ferred  stock  is  publicly  held,  while  Philadelphia  Com¬ 
pany  owns  all  of  the  common  stock.  j. 

i 

Pittsburgh  and  West  Virginia  Gas  Company 
Equitable  Gas  Company ,  and  Gas  Properties 

of  Philadelphia  Company  ! 

i 

Pittsburgh  W.  Va.  is  a  registered  holding  company,, 
owning  all  of  the  outstanding  capital  stocks  of  Equitable 
Gas  and  Philadelphia  Oil  Company  (Philadelphia  Oil).j 
Pittsburgh  W.  Va.  is  also  engaged  in  the  production, 
purchase,  transmission  and  sale  of  natural  gas  at  whole¬ 
sale  and  retail.  The  Company  produces  about  28%  of  its 
gas  requirements  from  its  gas  fields  in  West  Virginia 
and  purchases  approximately  63%  from  its  affiliated 
company,  Kentucky  West  Virginia  Gas  Company  (Ky. 
W.  Va.) 1  and  the  remainder  from  Philadelphia  Oil  and 
certain  independent  natural  gas  producers.  Pittsburgh 
W.  Va.  sell  practically  all  of  its  gas  supply  to  Equitable 
Gas,  selling  a  minor  portion  of  its  supply  to  approxi¬ 
mately  6,700  customers  scattered  along  its  transmission 
lines  in  West  Virginia,  plus  small  sales  at  the  wells  to 
other  gas  companies. 

1Gas  purchased  from  Ky.  W.  Va.  is  received  by  way  of 
interchange  with  a  non-affiliated  company,  United  Fuel  Gas  Co. 
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At  December  31,  1946,  Pittsburgh  W.  Va.  reported 
total  assets  of  $41,334,417,  of  which  $21,965,194  repre¬ 
sented  property,  plant  and  equipment.  For  the  twelve 
months  ending  December  31, 1946,  the  Company  reported 
gross  operating  revenues  of  $8,527,415,  of  which  $7,376,- 
664  represented  sales  to  affiliated  companies. 

Pittsburgh  W.  Va.  on  November  30,  1942,  filed  re¬ 
ports  with  the  Federal  Power  Commission  and  with  the 
Public  Service  Commission  of  West  Virginia  with  respect 
to  the  original  cost  of  its  properties  as  of  December  31, 
1938,  and  in  such  reports  has  indicated  an  excess  of 
original  cost  of  properties  over  book  value  of  $9,552,052. 
However,  neither  commission  has  approved  the  property 
classifications  as  yet.  Pittsburgh  W.  Va.  has  no  out¬ 
standing  debt,  having  only  capital  stock  outstanding,  all 
of  which  is  owned  by  Philadelphia  Company. 

( 1946  U-5-S  statement  of  Phila.  Co.,  File  No.  30- 

156,  inc.  by  ref.,  Phila.  Co.  Exh.  18,  Tr.  189-94 ) 

Equitable  Gas  is  engaged  in  the  production,  pur¬ 
chase,  transmission,  distribution  and  sale  of  natural  gas. 
In  addition  to  the  operation  of  its  own  properties,  the 
Company  operates  gas  production,  transmission  and 
distribution  properties  of  Philadelphia  Company  under 
leases  which  expire  November  30,  1948.  (Comm.  Exh. 
A-ll ) . 

Equitable  Gas  is  engaged  primarily  in  the  retail  dis¬ 
tribution  of  natural  gas  in  the  City  of  Pittsburgh,  Penn¬ 
sylvania,  and  surrounding  Communities.1  In  1946  Equi¬ 
table  Gas  served  approximately  200,000  customers.  The 
major  portion  of  its  gas  requirements  is  purchased  from 
Pittsburgh  W.  Va.,  its  parent;  the  Company  also  pur- 

xIn  this  area,  Equitable  Gas  is  one  of  three  competing  gas 
distributing  companies,  the  others  being  Manufacturers  Light 
&  Heat  Company  and  Peoples  Natural  Gas  Company.  None  of 
these  companies  is  affiliated. 
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chases  gas  from  FinleyviUe  Oil  and  Gas  Co.  ( Finleyville ) , 
an  affiliate,  taking  all  of  that  company’s  production,  and 
in  addition  produces  a  portion  of  its  supply,  the  balance 
being  purchased  from  outside  sources.  j 

Including  the  properties  leased  from  Philadelphia 
Company  which  have  a  gross  book  value  of  approxi¬ 
mately  $38,000,000,  and  its  own  properties  which  are 
carried  at  $6,663,404,  Equitable  Gas  had  total  assets  of  | 
approximately  $48,500,000  at  December  31, 1946  and  for  j 
the  twelve  months  ending  December  31,  1946  reported  j 
gross  operating  revenues  of  $14,234,528. 

On  December  31,  1941,  Equitable  Gas  filed  with  the  ; 
Pennsylvania  Public  Utility  Commission  and  with  the 
Federal  Power  Commission  reports  with  respect  to  the  j 
original  cost  of  its  properties  and  those  leased  from  j 
Philadelphia  Company,  as  of  December  31,  1938.  The  j 
reports  indicate  that  the  excess  of  book  value  over  ! 
original  cost  of  its  own  properties  amounted  to  $206,546, 
and  as  to  the  leased  properties  amounted  to  $5,733,094. 
Neither  Commission  has  approved  the  property  reclas-  j 
sifications  to  date. 

! 

Equitable  Gas’  capital  structure  consists  of  $41,459,- 
543  of  6%  demand  notes  and  open  account  debt,  owed  I 
in  about  equal  amounts  to  Pittsburgh  and  West  Virginia  ' 
Gas  and  Philadelphia  Company,  and  $3,300,000  of  capital 
stock,  all  owned  by  Pittsburgh  and  West  Virginia  Gas.  j 

(Phila.  Co.  Exh.  18  and  1946  U-5-S  statement 

of  Phila.  Co.,  File  No.  30-156,  Answer  of  Phila. 

Co.,  et  al.  at  p.  17,  Tr.  183-4)  j 

j 

Non-Utility  Properties  j 

(a)  Kentucky  West  Virginia  Gas  Company 

i 

Ky.  W.  Va.,  is  a  natural  gas  producing  company 
operating  in  eastern  Kentucky.  The  Company  produces 
approximately  84%  of  its  gas  output,  and  in  1946  sold 
80%  of  its  gas  supply  to  Pittsburgh  W.  Va.  and  about 

I 

! 

i 
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16%  to  another  affiliate,  Louisville  Gas  and  Electric 
Company  (Kentucky).  The  balance  of  its  gas  sales  are 
made  to  non-affiliated  companies  and  to  a  small  number 
of  retail  customers  along  its  lines.  Gas  purchased  by 
Pittsburgh  W.  Va.  is  delivered  into  the  lines  of  a  non- 
affiliated  company,  United  Fuel  Gas  Company,  in  the 
State  of  Kentucky  and  a  like  amount  is  delivered  by  the 
latter  company  to  Pittsburgh  W.  Va.  in  the  State  of 
West  Virginia,  pursuant  to  agreements.  Ky.  W.  Va.  is 
not  deemed  to  be  a  gas  utility  company  within  the  mean¬ 
ing  of  Sections  2(a)  (4)  and  (5)  of  the  Act  by  virtue  of 
exemptions  pursuant  to  Rule  U-7. 

At  December  31,  1946,  Ky.  W.  Va.  had  total  assets 
of  $26,227,808  and  for  the  twelve  months  ending  De¬ 
cember  31,  1946  reported  gross  operating  revenues  of 
$4,754,889,  of  which  $4,479,572  was  received  from  affili¬ 
ated  companies. 

At  December  31,  1946  Ky.  W.  Va.’s  gross  plant  and 
property  account  was  carried  on  its  books  in  the  amount 
of  $24,327,414.  Ky.  W.  Va.  filed  a  report  with  respect  to 
the  original  cost  of  its  properties  as  of  December  31, 
1939  with  the  Public  Service  Commission  of  Kentucky 
and  with  the  Federal  Power  Commission  and  in  these 
reports  indicated  that  the  excess  of  the  book  value  of 
its  properties  over  original  cost  amounted  to  $2,567,352. 
On  May  3,  1946,  the  Federal  Power  Commission  issued 
its  order  approving  the  reclassifications  and  the  charge- 
off  of  the  above-mentioned  $2,567,352  to  various  reserve 
accounts.  This  order  was  concurred  in  by  the  Public 
Service  Commission  of  Kentucky.  (Comm.  Exhs.  A-25, 
A-27 ) . 

Ky.  W.  Va.’s  capital  structure  consists  of  preferred 
stock  and  common  stock,  all  of  which  stock  is  held  within 
the  Standard  Gas  system. 

Ky.  W.  Va.  has  two  classes  of  Preferred  Stock  out¬ 
standing,  29,375  shares  of  5%  Cumulative  First  Pre- 
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ferred,  $100  par  value,  all  owned  by  Louisville  Gas  and 
Electric  Company  (Ky.),  an  affiliate,  and  54,075  shares 
of  7%  Cumulative  Second  Preferred,  $100  par  value, 
51,250  of  which  is  owned  by  Philadelphia  Company  and 
2,825  of  which  is  owned  by  Pittsburgh  W.  Va.  Neither 
class  of  stock  has  any  voting  rights. 

The  common  stock,  of  which  100,000  shares  are  out-  j 
standing,  is  owned  60%  by  Philadelphia  Company  and  i 
40%  by  Louisville  Gas  and  Electric  Company  (Ken-  j 
tucky). 

(Tr.  195-6,  Phila.  Co.  Exh.  18, 1946  U-5-S  state-  j 

ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. )  j 

( b )  Allegheny  County  Steam  Heating  Company 

I 

Allegheny  Steam  furnishes  steam  heating  service  j 
to  about  414  customers  in  the  downtown  business  section  j 
of  Pittsburgh,  Pennsylvania.  The  Company  owns  and  j 
operates  three  steam  plants.  One  of  such  plants  has  a 
physical  connection  with  the  properties  of  Duquesne,  it 
furnishing  steam  for  the  operation  of  a  5000  K.W.  gen-  ! 
erating  station  owned  by  Duquesne.  The  exhaust  steam  j 
therefrom  is  returned  to  the  steam  lines  of  Allegheny  j 
Steam  for  delivery  to  its  customers. 

i 

At  December  31,  1946  Allegheny  Steam  had  total  ! 
assets  of  $9,582,855  and  for  the  twelve  months  ending 
December  31, 1946  reported  gross  operating  revenues  of 
$1,082,384,  of  which  $117,497  represented  sales  to  affi¬ 
liated  companies.  j 

The  capital  structure  of  Allegheny  Steam  consists  of 
a  6%  demand  note  in  the  principal  amount  of  $1,650,000 
and  50,000  shares  of  Capital  Stock  ($50  par)  all  of  which 
is  owned  by  Duquesne.  j 

(1946  U-5-S  statement  of  Phila.  Co.,  File  No. 

30-156,  Phila.  Co.  Exh.  18) 

(c)  Philadelphia  Oil  Co. 


i 
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Philadelphia  Oil  is  engaged  principally  in  the  pro¬ 
duction  and  sale  of  crude  oil  in  the  territory  within  which 
Pittsburgh  W.  Va.  produces  natural  gas.  It  also  pro¬ 
duces  a  small  quantity  of  natural  gas  incidental  to  its 
production  of  oil.  The  company  has  an  agreement  with 
Pittsburgh  W.  Va.  providing  for  the  purchase  at  cost  of 
all  oil  wells  drilled  by  the  latter  company  and  for  the 
sale  to  it  at  cost  of  all  gas  wells  drilled  by  Philadelphia 
Oil  in  its  territory. 

At  December  31,  1946  Philadelphia  Oil  had  total 
assets  of  $2,493,597,  and  for  the  twelve  months  ending 
December  31,  1946  reported  gross  operating  revenues  of 
$151,456.  The  Company  has  no  funded  debt  and  all  of 
its  capital  stock  consisting  of  40,020  shares  ($50  par) 
is  owned  by  Pittsburgh  W.  Va. 

(Tr.  171-2,  199,  200,  Phila.  Co.  Exh.  18,  1946 

U-5-S  statement  of  Phila.  Co.  File  No.  30-156) 

(d)  Finleyville  Oil  and  Gas  Company 

Finleyville  owns  and  operates  a  natural  gas  pro¬ 
duction  and  transmission  system  in  Allegheny  County, 
Pennsylvania.  The  Company  sells  all  of  its  gas  to  Equi¬ 
table  Gas. 

Finleyville’s  capital  structure  consists  of  a  $350,000 
indebtedness  to  Philadelphia  Company  evidenced  by  a 
6%  note  and  5  shares  ( $100  par )  of  Capital  Stock,  all  of 
which  is  owned  by  Philadelphia  Company. 

At  December  31, 1946  Finleyville  had  total  assets  of 
$977,529,  and  for  the  twelve  months  ending  December 
31,  1946  reported  gross  operating  revenues  of  $39,099. 

(Tr.  199,  Phila.  Co.  Exh.  18,  1946  U-5-S  state¬ 
ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. ) 

(e)  Cheswick  and  Harmar  Railroad  Company 

Cheswick  operates  a  railroad  extending  from  the 
Harwich  coal  mine,  owned  by  Duquesne  to  the  Colfax 
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plant  of  Duquesne,  a  distance  of  about  1^4  miles.  The 
Company’s  chief  business  is  the  transportation  of  coal 
from  the  mine  to  the  Duquesne  plant. 

At  December  31, 1946  Cheswick  had  total  assets  of 
$824,674,  and  for  the  twelve  months  ending  December  31, 
1946  reported  gross  operating  revenues  of  $78,622,  of 
which  $74,562  was  received  from  Duquesne.  The  Com-- 
pany’s  capital  structure  consists  only  of  500  shares 
($100  par)  of  Capital  Stock,  all  of  which  is  owned  by 
Philadelphia  Company.  ! 

(Tr.  210,  Phila.  Co.  Exh.  18,  1946  U-5-S  state-  j 

ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. ) 

(f )  Equitable  Auto  Company  j 

Equitable  Auto  maintains  and/or  supervises  the  use 
of  automotive  equipment  ( including  motor  coaches )  for 
the  subsidiaries  of  Philadelphia  Company  and  the  Trus¬ 
tees  of  Pittsburgh  Railways  Company  and  of  Pittsburgh 
Motor  Coach  Company.  It  also  owns  and  leases  automo¬ 
tive  equipment  to  such  companies  and  to  the  Trustees 
aforesaid.  j 

Equitable  Auto  is  a  registered  service  company 
under  the  Act,  and  as  such  its  services  are  rendered  at 
cost  plus  a  6%  return  on  capital  profitably  employed. 

At  December  31,  1946  Equitable  Auto  had  total 
assets  of  $718,492,  and  for  the  twelve  months  ending 
December  31,  1946  reported  net  income  of  $20,932.  The 
Company’s  only  security  outstanding  is  its  capital  stock 
consisting  of  2,000  shares  ($100  par),  all  of  which  is 
owned  by  Philadelphia  Company.  ; 

(Tr.  211,  Phila.  Co.  Exh.  18,  1946  U-5-S  state-  ! 

ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. )  ! 

i 

(g)  Equitable  Sales  Company  j 

Equitable  Sales  formerly  conducted  a  retail  electric 
and  gas  appliance  business  in  Pittsburgh  and  environs. 


I 

! 

i 


i 
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The  business  was  discontinued  in  1941,  and  the  corpora¬ 
tion  admittedly  is  in  process  of  dissolution.  Its  total 
assets  of  $464,736  at  December  31,  1946  consist  mostly 
of  cash  and  other  liquid  assets. 

The  capital  structure  of  Equitable  Sales  consists  of 
a  6%  note  in  the  principal  amount  of  $400,000  and  4,653 
shares  ($100  par)  of  Capital  Stock,  all  of  which  is  owned 
by  Philadelphia  Company. 

(Tr.  213,  Phila.  Co.  Exh.  18,  1946  U-5-S  state¬ 
ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. ) 

(h)  Equitable  Real  Estate  Company 

Real  Estate  owns  and  operates  a  nine  story  office 
building  in  the  business  district  of  the  City  of  Pittsburgh 
which  is  occupied  as  a  central  office  building  by  Phila¬ 
delphia  Company  and  its  subsidiary  companies  and  by 
the  Trustees  of  Pittsburgh  Railways  Company  and  Pitts¬ 
burgh  Motor  Coach  Company.1  It  also  owns  other  real 
properties,  the  major  portion  of  which  are  leased  to 
subsidiary  companies  of  Philadelphia  Company  and  to 
the  Trustees.  The  Company  also  owns  various  pieces  of 
vacant  land  leased  for  parking  lots  and  other  property, 
all  located  in  the  City  of  Pittsburgh. 

As  of  December  31,  1946  Real  Estate  had  total  as¬ 
sets  of  $6,092,036  and  for  the  twelve  months  ending 
December  31, 1946,  reported  gross  operating  revenues  of 
$586,398,  of  which  $574,000  represented  revenues  from 
affiliated  companies  including  the  trustees  of  Railways. 
The  Company  has  outstanding  $1,098,941  of  4%  Real 
Estate  Mortgage  Serial  Bonds  due  serially  to  1957  all 


’Certain  of  the  companies  own  or  rent  from  outside 
sources  office  and  other  types  of  space  used  in  connection  with 
their  operations.  For  example,  Duquesne  owns  and  occupies  a 
ten  story  office  building  in  the  business  district  of  the  City  of 
Pittsburgh. 
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of  which  are  publicly  held,  and  non-interest  bearing  notes 
aggregating  $635,000  and  20,000  shares  ($50  par)  of 
Capital  Stock,  all  of  which  is  owned  by  Philadelphia 
Company.  j 

(Tr.  212-3,  Phila.  Co.  Exh.  18, 1946  U-5-S  state-  j 

ment  of  Phila.  Co.,  File  No.  30-156,  inc.  by  ref. ) 

(i)  The  Pittsburgh  Railways  System 

Prior  to  May  10,  1938  Pittsburgh  Railways  Com¬ 
pany  operated  a  unified  street  railway  and  incline  plane 
railway  system  known  as  the  Pittsburgh  Railways  Sysr 
tern  in  the  City  of  Pittsburgh,  Pa.,  and  vicinity;  its  sub¬ 
sidiary,  Pittsburgh  Motor  Coach  Company,  operated  a 
bus  system  as  an  adjunct  to  the  railway  system.  The 
traction  system  is  comprised  of  Pittsburgh  Railways’ 
own  properties  and  franchises  and  those  of  53  so-called 
underlier  companies  linked  to  Pittsburgh  Railways 
through  operating  agreements,  conveyances,  assign¬ 
ments,  leases  or  stock  ownership.  In  addition  to  the 
properties  of  said  53  underlier  companies,  Pittsburgh 
Railways  also  utilizes  property  of  West  Penn  Railways 
Company,  an  unaffiliated  company.  Pittsburgh  Railways 
filed  a  voluntary  petition  for  reorganization  under  Sec¬ 
tion  77B  of  the  Bankruptcy  Act  on  May  10,  1938.  The 
United  States  District  Court  for  the  Western  District  of 
Pennsylvania  appointed  W.  D.  George,  Thomas  M.  Ben¬ 
ner  (now  deceased)  and  Thomas  Fitzgerald,  Trustees 
for  Pittsburgh  Railways  Company  and  Pittsburgh  Motor 
Coach  Company,  on  June  14,  1938,  and  since  such  ap¬ 
pointment  the  Trustees  have  had  possession  of  and  have 
been  operating  the  properties  of  Pittsburgh  Railways, 
Pittsburgh  Motor  Coach  Company  and  the  53  underliers. 
Subsequently  in  the  proceeding,  a  question  arose  as  to 
the  jurisdiction  of  the  District  Court  over  the  underliers 
for  the  purposes  of  a  reorganization  plan  embodying  sub¬ 
stantially  all  of  the  system  companies.  In  October,  1942 
a  petition  was  filed  by  the  City  of  Pittsburgh  praying 
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that  the  District  Court  assume  and  exercise  jurisdiction 
over  the  properties  and  assets  of  49  of  the  53  underliers 
for  the  purposes  of  a  system-wide  reorganization  plan. 
The  petition  was  dismissed  by  the  District  Court  on 
April  30,  1945.  On  appeal,  however,  the  Circuit  Court  of 
Appeals  for  the  Third  Circuit,  on  May  7,  1946,  ( 155  F. 
2d  477)  reversed  the  District  Court’s  decision,  and  held 
that  the  District  Court  had  jurisdiction  for  the  purposes 
of  a,  system-wide  reorganization  plan.  Petitions  for  writs 
of  certiorari  were  denied  by  the  Supreme  Court  of  the 
United  States  on  October  14,  1946  ( . U.  S . ) . 

As  of  December  31, 1946,  Pittsburgh  Railways  Com¬ 
pany  and  subsidiaries  and  other  street  railway  subsid¬ 
iaries  of  Philadelphia  Company1  had  combined  assets  of 
$123,608,762  and  for  the  year  1946  reported  gross  operat¬ 
ing  revenues  of  $22,246,977,  of  which  $21,370,957  repre¬ 
sented  revenues  from  railway  operations  and  the  balance 
from  bus  operations. 

Philadelphia  Company  does  not  consolidate  in  its 
published  consolidated  statements  its  holdings  in  Pitts¬ 
burgh  Railways  Company  and  other  street  railway  prop¬ 
erties.  As  of  December  31,  1946,  Philadelphia  Company 
carried  its  net  investment  in  street  railways  companies, 
including  Pittsburgh  Railways  Company,  in  an  amount 
aggregating  $26,155,280,  representing  a  gross  invest¬ 
ment  per  books  of  $72,833,996  less  a  reserve  for  revalua¬ 
tion  of  assets  and  other  reserves  and  deferred  credits 
aggregating  $46,678,716. 

(1946  U-5-S  statement  of  Phila.  Co.,  File  No. 

30-156,  inc.  by  ref. ) 

i  Philadelphia  Company  owns,  controls  or  holds  with 
power  to  vote,  directly  or  indirectly,  10%  or  more  of 

1Certain  companies  (15)  in  the  Pittsburgh  Railways  sys¬ 
tem,  a  majority  of  whose  voting  stocks  are  owned  by  the 
public,  are  not  included  in  the  reported  statements  of  the 
system. 
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the  common  stocks  of  41  of  the  53  underlier  companies 
in  the  system.1  Of  the  remaining  12  of  the  53  underliers, 
one  is  a  statutory  affiliate  of  Philadelphia  Company^ 
while  the  other  11  are  neither  statutory  subsidiaries  nor 
affiliates.  Eight  of  these  11  non-affiliated  underlier  com¬ 
panies,  together  with  an  affiliated  and  a  subsidiary  un¬ 
derlier,  comprise  the  so-called  “Guaranteed  Underliers.^ 
These  “Guaranteed  Underliers,,  are  as  follows: 

Non- Affiliated  Companies 2 
Pittsburgh  and  Birmingham  Traction  Co. 

Pittsburgh  &  Birmingham  Passenger  Railroad  Co. 

Brownsville  Avenue  Street  Railway  Co. 

The  South  Side  Passenger  Railroad  Co. 

West  Liberty  Street  Railway  Co. 

Birmingham  Knoxville  and  Allentown  Traction  Co. 
Mt.  Oliver  Incline  Railway  Co. 

Pittsburgh  Incline  Plane  Co. 

Statutory  Affiliate  of  Philadelphia  Company 

The  Suburban  Rapid  Transit  Street  Railway  Com¬ 
pany 

(Stock  owned  6.6%  by  Philadelphia  Company 
and  a  subsidiary ) 

Statutory  Subsidiary  of  Philadelphia  Company 
Monongahela  Street  Railway  Company 

(Stock  owned  24.7%  by  Philadelphia  Company 
and  Subsidiaries) 


1The  41  companies  are  listed  at  pages  5  to  6  above,  [pages 
387a  to  390a  hereof]  their  names  appearing  after  that  of 
Pittsburgh  Railways  Company.  Pittsburgh  Motor  Coach  Com¬ 
pany,  which  also  appears  in  the  list,  is  not  considered  an 
underlier  and  is  not  included  in  the  total  of  41  underlier 
companies. 

indentations  indicate  the  status  of  certain  of  these  com¬ 
panies  as  subsidiaries  of  Pittsburgh  and  Birmingham  Trac¬ 
tion  Co. 
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The  properties  of  the  foregoing  10  underliers  were 
demised  to  United  Traction  Company  of  Pittsburgh  or 
Consolidated  Traction  Company  under  3  leases,  each  of 
which  was  guaranteed  by  Philadelphia  Company.  Some 
of  the  circumstances  by  virtue  of  which  the  said  leases 
and  guarantees  arose  are  as  follows: 

Under  date  of  October  14,  1901,  a  contract  was  en¬ 
tered  into  between  Philadelphia  Company  and  A.  W. 
Mellon,  each  of  the  parties  to  said  contract  agreeing  to 
“procure”  certain  action  to  be  taken.  Pursuant  to  the 
contract,  Pittsburgh  and  Birmingham  Traction  Com¬ 
pany  executed  a  lease  of  its  properties  (including  those 
of  its  6  subsidiary-lessors  and  of  Pittsburgh  Incline 
Plane  Company,  an  independent  lessor)  as  of  January 
1,  1902  to  United  Traction  Company  of  Pittsburgh,  and 
Monongahela  Street  Railway  Company  executed  a  lease 
of  its  properties  as  of  January  1,  1902  to  Consolidated 
Traction  Company,  each  of  said  lessee  being  a  subsidi¬ 
ary  of  Philadelphia  Company.  Another  lease,  not  pro¬ 
vided  for  by  said  Mellon  contract,  was  executed  as  of 
January  1,  1902  by  The  Suburban  Rapid  Transit  Street 
Railway  Company  to  Consolidated  Traction  Company. 
Each  of  the  aforesaid  3  leases  was  for  a  term  of  900 
years,  and  provided  for  the  payment  by  the  leases  of 
a  fixed  annual  rental  to  the  lessor.  By  separate  instru¬ 
ments  of  guarantee  attached  to  each  of  the  3  leases 
Philadelphia  Company  guaranteed  performance  there¬ 
under  by  the  lessees.  Pursuant  to  operating  agreements 
dated  as  of  January  1,  1902  United  and  Consolidated 
turned  over  all  of  the  property  in  their  possession  to 
Pittsburgh  Railways  for  operation.  Pittsburgh  Rail¬ 
ways  agreed,  among  other  things,  to  pay  “all  interest 
upon  loans  and  all  rentals”  which  United  or  Consoli¬ 
dated  may  be  required  to  pay. 

In  addition  to  the  10  underlier  companies  whose 
properties  are  demised  by  the  leases  described  in  the 
preceding  paragraph,  there  remain  2  underliers  (Alle- 
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gheny  Traction  Company  and  its  subsidiary,  Millvale, 
Etna  &  Sharpesburgh  Street  Railway  Company)  which 
are  non-affiliates  of  Philadelphia  Company.  These  comj 
panies,  together  with  two  statutory  subsidiaries  of  Phil¬ 
adelphia  Company  (The  Citizens  Traction  Co.  and  its 
subsidiary,  Penn  Street  Railway  Company)  are  fre¬ 
quently  referred  to  as  “Unguaranteed  Underliers”. 

Allegheny  Traction  Company,  being  the  lessee  of 
its  subsidiary,  Millvale,  Etna  &  Sharpesburgh  Street 
Railway  Company,  executed  a  950-year  lease  dated 
April  1,  1896  to  Fort  Pitt  Traction  Company,  now  a 
statutory  subsidiary  of  Philadelphia  Company  and  a 
lessor  of  Consolidated  Traction  Company.  Under  said 
lease  of  April  1,  1896  Fort  Pitt  Traction  Company 
agreed  to  pay  a  fixed  annual  rental  to  Allegheny  Trac¬ 
tion  Company  and  to  pay  the  principal  and  interest  of 
the  bonds  of  Millvale,  Etna  &  Sharpesburgh  Street  Rail¬ 
way  Company.  The  Citizens  Traction  Co.,  having  pos¬ 
session  of  the  property  of  its  subsidiary  Penn  Street 
Railway  Company,  executed  a  950-year  lease  dated 
April  15,  1895  to  Fort  Pitt  Traction  Company.  Under 
said  lease,  Fort  Pitt  Traction  Company  agreed  to  pay  a 
fixed  annual  rental  to  The  Citizens  Traction  Co.  and  to 
pay  the  principal  and  interest  of  the  bonds  of  The  Citi¬ 
zens  Traction  Co.  and  Penn  Street  Railway  Company. 
(Comm.  Exh.  A-9) 

Philadelphia  Company  is  also  guarantor  of  pay¬ 
ment  of  principal  and  interest  on  $1,968,000  out  of  a 
total  outstanding  of  $2,539,000  of  Pittsburgh  Railways 
Company  5%  General  Mortgage  Bonds  due  1953.  Of  the 
guaranteed  portion  $987,933 1  are  held  within  the  Phila¬ 
delphia  Company  system.  (Comm.  Exh.  A-16) 

xOf  this  amount  Philadelphia  Company  owns  $163,933 
and  Equitable  Real  Estate  $824,000.  Equitable  Real  Estate  also 
owns  an  additional  $571,000  of  Pittsburgh  Railways  General 
Mortgage  bonds  which  bonds,  however,  are  not  guaranteed  by 
Philadelphia  Company. 


i 

I 
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As  of  June  30, 1944,  the  outstanding  debt  and  other 
securities  of  Pittsburgh  Railways,  its  subsidiaries,  the 
street  railway  subsidiaries  of  Philadelphia  Company 
and  the  non-subsidiary  street  railway  companies  in  the 
Pittsburgh  Railway  system  and  the  holdings  of  such 
securities  within  the  Philadelphia  Company  system  were 
as  follows : 


TABLE  Xn 
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i 

Owned  By _ 


Amount  Out¬ 
standing  at 
June  30, 19 UU 

Pittsburgh 
Rys.  Co. 

Subs,  of 
Pittsburgh 
Rys.  Co. 

Phila.  Co. 

Street  Ry. 
Subs,  of 
Phila.  Co. 

Other 
Subs,  of 
Phila.  Co. 

Non- 
Affiliated 
Street  Rys. 
Companies 

i 

1 

i 

1 

Public 

Pittsburgh  Railways  Co. 

Funded  Debt . 

$10,095,000 

$  — 

$  — 

$  1,501,933 

$  — 

$1,395,000 

$  - 

j 

$7,198,067 

Notes  Payable  and  Open 
Acc’ts . 

10,645,152 

130,036 

10,159,633 

355,483 

i 

Preferred  Stock . 

2,500,000 

— 

— 

2,500,000 

— 

— 

■■■ 

- 

Common  Stock . 

2,500,000 

— 

— 

2,500,000 

— 

— 

■■ 

- 

Pittsburgh  Motor  Coach  Co. 
Funded  Debt . 

51,138 

_ 

_ 

j 

51,138 

Notes  Payable  and  Open 
Acc’ts . 

624,769 

624,769 

j 

j 

Common  Stock . 

160,000 

160,000 

— 

— 

— 

— 

— 

j 

■■ 

Other  Subsidiaries  of  Pitts¬ 
burgh  Railways  Co.  (28 
Companies) 

Funded  Debt . 

18,745,112 

1,504,653 

293,000 

9,225,000 

25,000 

j 

i 

7,697,459 

Demand  Notes  and  Open 
Acc’ts . 

5,714,132 

4,506,232 

975,000 

232,900 

i 

i 

" 

Preferred  Stock . 

5,500,000 

5,449,950 

— 

3,350 

— 

— 

46,700 

Common  Stock . 

34,394,050 

25,242,200 

8,501,850 

— 

— 

_ 

— 

650,000 

Street  Railways  Subsidiaries 
of  Philadelphia  Co.  ( 13  Com¬ 
panies) 

Funded  Debt . 

9,701,500 

63,000 

8,253,500 

1,385,000 

Notes  Payable  and  Open 
Acc’ts . 

5,650,462 

3,749,407 

1,143,235 

384,998 

372,822 

j 

Preferred  Stock . 

12,000,000 

5,000 

— 

11,679,300 

— 

— - 

— 

315,700 

Common  Stock . 

34,082,000 

— 

— 

15,360,200 

9,081,130 

1,386,900 

— 

8,253,770 

Non-Subsidiary  Street  Railway 
Companies  ( 11  Companies )  * 
Funded  Debt . 

3,588,500 

2,000 

3,419,500 

j 

i 

167,000 

Common  Stock . 

7,840,550 

— 

500 

68,750 

— 

23,750 

2,761,050 

4,986,509 

♦Philadelphia  Company  owns. 

controls  or  holds  with  power  to  vote,  directly  or  indirectly,  .125%  of 

the  stock  of  one  company 

and  6.6%  of 

the  stock  of  another  company  in  this  group.  Pittsburgh  and  Castle  Shannon  Railroad  Company  is  not  included  in  this  group. 
Answer  of  Philadelphia  Co.  at  p.  16. 


i 
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Table  XHE,  below,  is  a  corporate  balance  sheet  of  j 

Pittsburgh  Railways  Co.  and  a  consolidated  balance 
sheet  of  Pittsburgh  Railways  and  its  subsidiaries  and  j 
the  majority  owned  street  railway  subsidiaries  of  Phil¬ 
adelphia  Company  as  of  December  31,  1946: 

TABLE  Xm  j 

j 

Assets  Corporate  Consolidated  ! 


Property,  plant  and  equipment 
Investment  and  fund  accounts 
Cash  and  U.  S.  Government 

securities . 

Other  current  assets . 

Deferred  charges . 

Total  Assets  . 

Liabilities 

Unmatured  funded  debt . 

Matured  funded  debt . 

Accrued  and  matured  interest 
Accrued  and  matured  interest 

and  rents . 

Indebtedness  owed  Phila.  Co. 
and  subsidiaries . 

Total  indebtedness  . 

Current  liabilities  . 

Deferred  liabilities  . 

Deferred  income  (contra) . 

Unredeemed  tickets  . 

Matured  bond  interest  and 

dividends  . 

Retirement  reserves  . 

Other  reserves  . 


$34,357,105  $  98,407,600  ! 
11,694,341  274,080  ! 


23,149,315 

23,359,777  j 

1,295,216 

1,305,159 

419,454 

262,146 

— 

$70,915,431  $123,608,762  j 


i 

i 

! 


$  8,245,000  $  13,908,000 

1,500,000 

16,250,500 

15,247,508 

15,247,508 

3,796,559 

3,176,352 

i 

34,707,788 

37,205,627 

$63,496,855  $  85,787,987 

7,500,922 

7,424,150 

71,249 

295,488 

276,107 

j 

467,922 

523,379 

25 

986 

28,928,391 

29,915,163 

3,226,350 

3,226,350 
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Assets  Corporate  Consolidated 

Contributions  in  aid  of  con¬ 
struction  .  7,263  252,795 

Minority  interest  in  subsidi¬ 
aries  .  —  2,964 

5%  Cum.  Preferred  Stock 

($50  par)  .  2,500,000  2,500,000 

Common  Stock  ($50  par) .  2,500,000  2,500,000 

Capital  stock  of  subsidiaries..  —  27,695,920 

Surplus  (deficit)  .  (38,059,653)  (36,516,420) 

Total  liabilities  .  $70,915,431  $123,608,762 

(  )  Denotes  red  figure. 

1946  U-5-S  statement  of  Philadelphia  Co.,  File  No.  30-156, 
inc.  by  ref. 

(j)  The  Consolidated  Gas  Company  of  the  City  of 
Pittsburgh 

Consolidated  Gas  is  an  inactive  manufactured  gas 
utility  company.  The  company  formerly  owned  the  435 
Sixth  Ave.  building  which  was  acquired  by  Real  Estate 
and  a  manufactured  gas  plant  which  has  been  aban¬ 
doned. 

The  capital  structure  of  Consolidated  Gas  consists 
of  40,000  shares  ($50  par)  of  Preferred  Cumulative  6% 
stock,  5,404  shares  of  which  are  owned  by  Philadelphia 
Company,  the  balance  being  publicly-held;  80,000  shares 
of  Common  Stock  and  a  demand  note  in  the  amount  of 
$1,131,354  all  of  which  is  owned  by  Philadelphia  Com¬ 
pany. 

The  6%  Preferred  Stock  of  Consolidated  Gas  is 
non-callable  and  as  stated  hereinbefore  Philadelphia 
Company  guarantees  4%  per  annum  of  the  par  value  of 
such  stock  as  dividends.  (Tr.  234,  364-66,  544,  Phila¬ 
delphia  Co.  Exh.  18.) 


Motion  to  Dismiss  §  11(b)  Proceedings.  2669a 

i 

MOTION  OF  PHILADELPHIA  COMPANY,  ET  AL.,  j 
TO  DISMISS  SECTION  11(b)  PROCEEDINGS 

[Filed  with  the  Commission  September  16,  1947 ; 

Transcript  pages  14027-14030] 

(Caption  omitted) 

_  | 

Now,  September  16,  1947  Philadelphia  Company, 
Duquesne  Light  Company,  Equitable  Gas  Company,  ! 
Pittsburgh  and  West  Virginia  Gas  Company,  Kentucky 
West  Virginia  Gas  Company,  Allegheny  County  Steam 
Heating  Company,  Cheswick  and  Harmar  Railroad  Com-  i 
pany,  The  Consolidated  Gas  Company  of  the  City  of  j 
Pittsburgh,  Equitable  Auto  Company,  Equitable  Real  ! 
Estate  Company,  Equitable  Sales  Company,  Finleyville 
Oil  and  Gas  Company,  and  Philadelphia  Oil  Company 
( hereinafter  collectively  called  Respondents ) ,  move  the 
Securities  and  Exchange  Commission  (hereinafter  j 
called  the  Commission)  : 

To  dismiss  the  above-styled  proceedings  instituted  j 
under  Section  11(b)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935,  insofar  as  said  proceedings  apply  to  j 
Respondents. 

In  support  of  the  foregoing  Motion,  Respondents 
state  as  follows: 

•  ) 

(1)  The  taking  of  testimony  in  the  above-styled 

proceedings  has  been  completed  and  the  record 
has  been  closed; 

(2)  Respondents  have  filed  their  Requests  for! 
Findings  of  Fact  and  their  Brief  in  support 
thereof,  in  which  Respondents  show  that  no 
order  should  be  entered  by  the  Commission 
against  the  Respondents  under  Section  11(b) 
of  the  Public  Utility  Holding  Company  Act;; 
and 


i 

i 

■ 

i 
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(3)  The  Respondents  have  filed  a  Plan  pursuant 
to  Section  11(e)  of  the  Act,  to  which  a  First 
Amendment  was  filed  on  September  15,  1947. 
For  the  reasons  set  forth  in  Respondents’ 
Motion  of  April  4, 1947  (renewed  on  September 
16,  1947),  the  Commission  has  no  power  to 
enter  an  order  or  take  any  proceedings  under 
Section  11(b)  of  the  Act  until  after  considera¬ 
tion  and  determination  of  their  Section  11(e) 
Plan  as  amended. 

In  further  support  of  the  foregoing  Motion,  Re¬ 
spondents  refer  specifically  to  the  facts  set  forth  in  their 
Requests  for  Findings,  and  to  the  reasons  and  argu¬ 
ments  set  forth  in  their  Brief  above  mentioned  and  to 
their  said  Motion  of  April  4,  1947  ( renewed  on  Septem¬ 
ber  16,  1947). 

Respondents  respectfully  request  that  they  be  given 
an  immediate  opportunity  to  present  orally  the  merits 
of  the  foregoing  motion  before  the  full  Commission. 

(Signatures  omitted) 


RENEWAL  OF  MOTION  OF  PHILADELPHIA  COM¬ 
PANY,  ET  AL.,  FOR  DEFERRING  ANY  SECTION 
11(b)  ORDER  UNTIL  DISPOSITION  OF  THE  SEC¬ 
TION  11(e)  PLAN 


[Filed  with  the  Commission  September  16,  1947 ; 
Transcript  pages  14031-14035] 

( Caption  omitted ) 

Now,  September  16,  1947  Philadelphia  Company, 
Duquesne  Light  Company,  Equitable  Gas  Company, 
Pittsburgh  and  West  Virginia  Gas  Company,  Kentucky 
West  Virginia  Gas  Company,  Allegheny  County  Steam 
Heating  Company,  Cheswick  and  Harmar  Railroad 


Renewal  of  Motion  to  Defer  §  11(b)  Order.  2671a  j 

I 

Company,  The  Consolidated  Gas  Company  of  the  City 
of  Pittsburgh,  Equitable  Auto  Company,  Equitable  j 
Real  Estate  Company,  Equitable  Sales  Company,  Finley-  I 
ville  Oil  and  Gas  Company,  and  Philadelphia  Oil  Com-  j 
pany  (hereinafter  collectively  called  Respondents),  j 
renew  their  motion  to  the  Securities  and  Exchange  ! 
Commission  (hereinafter  called  the  Commission) : 

To  defer  the  entry  of  any  order  under  Section 
11(b)  of  the  Act  until  after  consideration  and  de¬ 
termination  of  Respondents’  Section  11(e)  Plan, 
as  amended  by  their  Amendment  No.  1,  dated  Sep-  j 
tember  15, 1947.  j 

i 

Respondents  respectfully  request  that  they  be  given 
an  immediate  opportunity  to  present  orally  the  merits 
of  the  foregoing  motion  before  the  full  Commission. 

I 

(Signatures  omitted) 
GROUNDS  FOR  MOTION 

i 

j 

On  April  4,  1947  Respondents  filed  with  the  Corni- 
mission  their  Petition  and  Motion,  and  Brief  in  support 
thereof,  for  hearings  on  their  Section  11(e)  Plan,  for 
consolidation  of  the  hearings  on  their  plan  with  the 
hearings  under  Section  11(b),  and  for  deferring  any 
Section  11(b)  order  until  disposition  had  been  made  of 
the  Section  11(e)  Plan.  Said  Petition,  Motion  and  Brief 

I 

are  incorporated  herein  by  reference.  j 

On  May  6,  1947  the  Commission  granted  Respond¬ 
ents’  foregoing  motion  (Release  7381)  insofar  as  it 
pertained  to  a  hearing  on  the  Section  11(e)  Plan  and 
to  a  consolidation  of  said  hearing  with  the  hearing 
under  Section  11(b).  However,  with  respect  to  Re¬ 
spondents’  motion  for  a  deferment  of  the  Section  11(b) 
order,  the  Commission  reserved  its  decision  stating: 
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“As  to  respondents’  request  that  entry  of  an 
order  in  the  Section  11(b)  proceedings  be  deferred 
until  after  consideration  and  determination  of  the 
purported  Section  11(e)  Plan,  we  think  such  re¬ 
quest  is  premature  and  need  not  be  passed  on  at 
this  time.  Accordingly,  we  are  reserving  our  ruling 
on  such  request  until  the  conclusion  of  the  consoli¬ 
dated  hearings  and  at  that  time  will  dispose  of  this 
part  of  the  motion  in  connection  with  our  consid¬ 
eration  of  the  entire  proceedings.” 

On  July  23,  1947  the  hearings  in  these  proceedings 
were  completed  and  the  record  was  closed.  Thereafter, 
on  September  15,  1947  Respondents  filed  a  first  amend¬ 
ment  to  their  Section  11(e)  Plan. 

In  view  of  the  conclusion  on  July  23,  1947  of  the 
consolidated  hearings,  Respondents  now  renew  their 
motion  of  April  4,  1947  for  deferring  the  entry  of  a 
Section  11(b)  order  until  the  Commission  has  made  dis¬ 
position  of  Respondents’  Section  11(e)  Plan  as  amended. 

Respondents’  reasons  in  support  of  their  said  mo¬ 
tion  are  stated  in  the  brief  attached  to  the  said  motion 
of  April  4, 1947,  and  there  is  no  need  to  repeat  the  argu¬ 
ment  in  this  renewal  of  Respondents’  motion. 

Respectfully  submitted, 

(Signatures  omitted) 
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FINDINGS  AND  OPINION  OF  THE  CO 

OF  JUNE  1, 1948* 


[SSION, 


[Holding  Company  Act  Release  No.  8242; 
transcript  pages  14085-14155] 


These  proceedings  were  instituted  under  Sections 
11(b)  (1)  and  11(b)  (2)  of  the  Public  Utility  Holding  j 
Company  Act  of  1935  to  determine  what  action  must 
be  taken  by  Philadelphia  Company,  a  registered  holding 
company,  to  bring  its  holding  company  system  into  ! 
conformity  with  the  integration  and  corporate  simpli¬ 
fication  provisions  of  those  sections. 

i 

Philadelphia  Company,  which  is  also  a  sub-holding 
company  in  the  Standard  Gas  and  Electric  Company 
(“Standard  Gas”)  holding  company  system,  which  in 
turn  is  a  sub-holding  company  in  the  Standard  Power 
and  Light  Company  (“Standard  Power”)  holding  com¬ 
pany  system,  is  engaged  through  its  subsidiary  com¬ 
panies  in  supplying  electric,  gas,  transportation  and 
other  services  in  the  City  of  Pittsburgh  and  its  sur¬ 
rounding  area.  Its  principal  subsidiaries  are  Duquesne 
Light  Company  (“Duquesne”),  Equitable  Gas  Com¬ 
pany  ( “Equitable” )  and  Pittsburgh  Railways  Company 
( “Pittsburgh  Railways” ) .  j 

I.  HISTORY  OF  THE  PROCEEDINGS 

We  instituted  proceedings  on  March  6,  1940,  under 
Section  11(b)(1)  of  the  Act,  with  respect  to  Standard 
Power,  the  top  holding  company  in  the  Standard  Power 


♦This  document  is  reprinted  from  type  previously  set. 
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system,  its  subsidiary  Standard  Gas,  and  the  subsid¬ 
iaries  of  the  latter,  including  Philadelphia  Company.  On 
August  8, 1941,  we  ordered  Standard  Gas  to  dispose  of 
all  of  its  holdings  except  those  in  Philadelphia  Com¬ 
pany.1  In  our  Findings  and  Opinion  issued  in  conjunc¬ 
tion  with  that  order,  we  expressly  found  that  “the  prop¬ 
erties  of  Duquesne  Light  Company  constitute  an  inte¬ 
grated  public  utility  system  within  the  meaning  of  Sec¬ 
tion  2(a)  (29)  (A).”  The  record  was  held  open  and 
decision  reserved  as  to  the  retainability  by  Standard 
Gas  of  Philadelphia  Company’s  gas  properties  and  non¬ 
utility  businesses. 

On  June  5,  1940,  we  instituted  proceedings  under 
Section  11(b)  (2)  of  the  Act  with  respect  to  Standard 
Power  and  on  June  19, 1942,  we  directed  its  liquidation.2 * 4 

On  December  5,  1946,  we  issued  an  order  reconven¬ 
ing  hearings  in  the  Section  11(b)  (1)  proceedings  and 
also  instituting  proceedings  under  Section  11(b)  (2) 
with  respect  to  Philadelphia  Company  and  its  subsid¬ 
iaries,  and  consolidating  the  Section  11(b)  (2)  pro¬ 
ceedings  with  those  under  Section  11(b)(1).8  In 
response  to  that  order,  Philadelphia  Company  filed  an 
answer  which  included  a  purported  plan  under  Section 
11(e)  to  effect  compliance  with  the  requirements  of 
Section  11(b)  .*  The  issues  raised  by  the  purported  plan 
were  consolidated  with  those  in  the  Section  11(b)  pro¬ 
ceedings5 *  and  hearings  in  the  combined  proceedings 
were  held.  All  parties  waived  an  initial  decision  by  the 
hearing  officer.  Briefs  and  requested  findings  were  filed, 
and  we  heard  oral  argument. 


1 Standard  Power  and  Light  Corporation ,  et  al.,  9  S.E.C.  862. 

2 Standard  Power  and  Light  Corporation,  11  S.E.C.  689. 

^Holding  Company  Act  Release  No.  7025. 

4 After  the  hearings  in  the  proceedings  now  before  ns  had  been  com¬ 

pleted,  Philadelphia  Company  filed  an  amendment  to  this  plan. 

^Holding  Company  Act  Release  No.  7381  (1947). 
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On  the  basis  of  the  record,  we  make  the  following 
findings:  j 


n.  THE  PHILADELPHIA  COMPANY  HOLDING  i 

COMPANY  SYSTEM  ! 


Philadelphia  Company,  a  Pennsylvania  corporation 
organized  in  1871,  controls  15  direct  and  40  indirect 
subsidiaries  engaged  principally  in  the  businesses  of 
supplying  electricity,  gas  and  transportation  in  the  City 
of  Pittsburgh  and  its  surrounding  area.  It  commenced 
its  operations  in  1884  and  for  the  first  fifteen  years  was 
engaged  exclusively  in  the  natural  gas  business.  Since 
1899,  when  it  acquired  electric  and  street  railway  in¬ 
terests,  it  has  been  a  holding  company.  It  is  also  a  gas 
utility  company  by  virtue  of  a  gas  distribution  system 
which  it  owns.  However,  this  gas  distribution  system 
and  production  and  transmission  facilities,  which  it  also 
owns,  are  leased  to  and  operated  by  one  of  its  subsid¬ 
iaries. 


The  following  table  shows  the  subsidiaries  of  Phila¬ 
delphia  Company,  the  percentage  of  voting  control  it 
holds,  and  the  nature  of  the  business  of  each  such 
company: 

TABLE  I  I 


Name  of 

Percent  of 

Company  Voting  Control 

Type  of  Business 

Philadelphia  Company 

Holding  Company 

Duquesne  Light  Company 

100% 

Electric 

Allegheny  County  Steam 

Heating  Company 

100% 

Steam  Heating 

Pittsburgh  and  West 

Virginia  Gas  Company 

100% 

Holding  Company;  Gas 
Transmission 

Equitable  Gas  Company 

100% 

Gas  Distribution 

Philadelphia  Oil  Company 

100% 

Oil 

Finleyville  Oil  and  Gas  Company  100% 

Gas  Production  and 
Transmission 

Kentucky  West  Virginia  Gas 

Company 

60% 

Gas  Production 
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TABLE  I  ( Continued ) 

Name  of  Percent  of 

Company  Voting  Control  Type  of  Business 

The  Consolidated  Gas  Company 
of  the  City  of  Pittsburgh 
(inactive) 

The  Cheswick  and  Harmar 
Railroad  Company 
Equitable  Auto  Company 
Equitable  Real  Estate  Company 
Equitable  Sales  Company  (in 
process  of  dissolution) 

Pittsburgh  Railways  Company 
Pittsburgh  Motor  Coach 
Company 
41  “Underliers” 

Electric  Properties 

All  of  Philadelphia  Company’s  electric  operations 
are  conducted  by  Duquesne,  which  owns  and  operates 
facilities  for  the  generation,  transmission  and  distribu¬ 
tion  of  electric  energy.  These  facilities  are  physically 
interconnected  and  are  operated  as  a  single  integrated 
and  coordinated  system.  The  company’s  area  of  opera¬ 
tions,  which  is  centered  in  Pittsburgh,  covers  approxi¬ 
mately  817  square  miles.  Duquesne  serves  142  commu¬ 
nities  having  an  aggregate  population  of  approximately 
1,400,000.  In  1946  the  company  had  approximately 
374,000  customers. 

As  of  December  31,  1946,  Duquesne  reported  total 
assets  of  $213,898,100,  of  which  $185,066,670  represented 
gross  plant  and  property.  Gross  operating  revenues  for 
1946  totalled  $42,607,583. 

Gas  Properties 

Philadelphia  Company’s  gas  operations  are  con¬ 
ducted  principally  by  three  companies.  Kentucky  West 
Virginia  Gas  Company  (“Ky.  W.  Va.”)  is  a  natural  gas 
producing  company  operating  in  eastern  Kentucky.  It 
sells  the  major  portion  of  its  output  to  Pittsburgh  and 


71.17%  Manufactured  Gas 

100%  Freight  Railroad 

100%  Automotive  Service 

100%  Real  Estate 

100%  Appliance  Sales 

100%  Street  Railway 

100%  Bus 

13.14-100%  Street  Railway 
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West  Virginia  Gas  Company  ( “Pittsburgh  W.  Va.”).6 
Pittsburgh  W.  Va.,  a  registered  holding  company,  op¬ 
erates  in  West  Virginia  as  a  transmission  company  and  j 
supplies  natural  gas  to  its  wholly-owned  subsidiary,  j 
Equitable  Gas  Company.7  Equitable,  which  is  the  pri-  j 
mary  distributing  company  of  the  system,  distributes 
natural  gas  at  retail  in  the  Pittsburgh  area.  It  pur-  ! 
chases  the  major  portion  of  its  gas  requirements  ( ap¬ 
proximately  82% )  from  its  parent,  Pittsburgh  W.  Va.;  j 
it  also  purchases  all  of  the  gas  produced  by  Finleyville  j 
Oil  and  Gas  Company  ( “Finleyville” ) ,  another  Phila¬ 
delphia  Company  subsidiary,  and  a  small  amount  of 
gas  is  purchased  from  non-system  sources.  In  addition, 
Equitable  operates  certain  production,  transmission  and 
distribution  facilities  owned  by  Philadelphia  Company 
and  leased  to  Equitable  under  leases  which  expire  No¬ 
vember  30,  1948.  Equitable  serves  an  area  with  an  ag-| 
gregate  population  of  about  1,500,000.  In  1946  it  had 
approximately  200,000  customers.  | 

As  of  December  31,  1946,  Ky.  W.  Va.  had  total 
assets  of  $26,227,808,  of  which  $24,327,414  represented 
gross  plant  and  property  account  per  books ;  Pittsburgh 
W.  Va.  reported  total  assets  of  $41,334,417,  of  which 
$21,965,194  represented  plant  and  property;  and  the 
total  utility  assets  of  Equitable,  including  the  proper¬ 
ties  leased  from  Philadelphia  Company  (which  have 
a  gross  book  value  of  approximately  $38,000,000),  ag¬ 
gregated  approximately  $48,500,000. 


6 Approximately  80%  of  its  output  is  sold  to  Pittsburgh  W.  Va. 
and  16%  to  another  affiliate,  Louisville  Gas  and  Electric  Company  (Ken¬ 
tucky)  .  The  balance  is  sold  to  non-affiliated  companies  and  to  a  small 
number  of  retail  customers  along  its  lines.  The  sales  to  Pittsburgh  W. 
Va.  constitute  approximately  63%  of  the  latter’s  gas  supply. 

The  gas  which  Ky.  W.  Va.  sells  to  Pittsburgh  W.  Va.  is  actually 
delivered  in  Kentucky  by  Ky.  W.  Va.  to  a  subsidiary  of  United  Fuel  Gas 
Company,  a  non-affiliate,  and  the  latter  in  turn  delivers  an  equal  quan¬ 
tity  of  gas  in  exchange  to  Pittsburgh  W.  Va.  in  northern  West  Virginia. 

Un  1946  Pittsburgh  W.  Va.  sold  88%  of  its  gas  to  Equitable. 
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For  the  12  months  ending  December  31,  1946,  the 
gross  operating  revenues,  including  sales  to  affiliates, 
of  these  companies  were: 

Ky.  W.  Va. :  $4,754,889 

Pittsburgh  W.  Va. :  $8,527,415 

Equitable:  $14,234,528 

Transportation  Properties 

Pittsburgh  Railways  operates  a  unified  street  rail¬ 
way  system  in  the  City  of  Pittsburgh  and  is  the  top 
holding  company  in  the  system.  A  wholly-owned  sub¬ 
sidiary,  Pittsburgh  Motor  Coach  Company,  operates  a 
bus  system.  Pittsburgh  Railways  has  been  in  reorgani¬ 
zation  under  Chapter  X  of  the  Bankruptcy  Act  since 
1938,  and  it  is  now  operated  by  the  reorganization 
trustees.  The  traction  system  is  composed  of  the  prop¬ 
erties  and  franchises  of  Pittsburgh  Railways  itself,  to¬ 
gether  with  those  of  53  so-called  “underlier”  companies 
which  are  linked  to  Pittsburgh  Railways  through  oper¬ 
ating  agreements,  conveyances,  assignments,  leases  or 
stock  ownership.  The  United  States  District  Court  for 
the  Western  District  of  Pennsylvania  has  assumed  jur¬ 
isdiction  over  the  assets  of  49  of  the  53  underliers  for 
the  purpose  of  formulating  a  reorganization  plan  in¬ 
volving  the  entire  system8. 

Philadelphia  Company  holds,  directly  or  indirectly, 
10%  or  more  of  the  common  stock  of  41  of  the  53  un¬ 
derliers.  One  of  the  remaining  12  companies  is  a  statu¬ 
tory  affiliate  of  Philadelphia  Company  and  the  other 
XI  are  non-affiliated.  Eight  of  these  latter  11  companies, 
together  with  an  affiliated  subsidiary  underlier,  com¬ 
prise  the  so-called  “Guaranteed  Underliers”  as  to  which 
Philadelphia  Company  has  guaranteed  fixed  annual 
rentals  under  leases  running  up  to  950  years.  Philadel- 

sIn  re  Pittsburgh  Rys.  Co.,  60  F.  Supp.  600  (W.  D.  Pa.  1945),  rev’d 
155  F.  2d  477  (C.  C.  A.  3rd,  1946),  cert.  den.  sub  non.  Philadelphia  Com¬ 
pany  v.  Guggenheim,  329  U.  S.  731  (1946). 
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phia  Company  is  also  guarantor  of  payment  of  principal 
and  interest  on  $1,968,000  of  Pittsburgh  Railways'  bonds 
due  1953,  $987,933  of  which  are  held  within  the  Phila¬ 
delphia  Company  system. 

Other  Properties 

In  addition  to  its  electric,  gas  and  transportation 
properties,  Philadelphia  Company  also  holds  interest 
in  certain  other  businesses.  These  include  Allegheny 
County  Steam  Heating  Company,  a  subsidiary  of  Du- 
quesne,  which  furnishes  steam  heating  service  to  ap¬ 
proximately  400  customers  in  the  downtown  business 
section  of  Pittsburgh;  Philadelphia  Oil  Company,  a  sub¬ 
sidiary  of  Pittsburgh  W.  Va.,  which  produces  and  sells 
crude  oil  and  a  small  amount  of  natural  gas  in  the  area 
in  which  its  parent  produces  natural  gas;  The  Cheswick 
and  Harmar  Railroad  Company,  which  operates  a  small 
railroad  engaged  principally  in  hauling  coal  from  a  coal 
mine  owned  by  Duquesne  to  one  of  the  latter's  power 
plants,  a  distance  of  approximately  1%  miles;  Equita¬ 
ble  Auto  Company,  which  owns,  leases  and  maintains 
automotive  equipment  for  the  operating  subsidiaries  of 
Philadelphia  Company,  including  Pittsburgh  Railways; 
Equitable  Real  Estate  Company,  which  owns,  operates 
and  leases  real  estate;  and  Equitable  Sales  Company, 
which  previously  handled  appliance  sales  for  Duquesne 
and  Equitable,  but  which  is  now  in  the  process  of  dis¬ 
solution. 

Capitalization  and  Earnings 

Philadelphia  Company’s  outstanding  securities,  as 
of  December  31,  1946,  were  as  follows:9 

9In  addition  to  the  guarantees  involving  the  Pittsburgh  Railways 
system,  Philadelphia  Company  has  also  guaranteed  the  payment  of  divi¬ 
dends  of  4%  per  annum  of  the  par  value  on  the  6%  non-callable  $50  par 
value  preferred  stock  of  its  subsidiary,  The  Consolidated  Gas  Company 
of  the  City  of  Pittsburgh,  an  inactive  manufactured  gas  utility  com¬ 
pany.  Payments  made  by  Philadelphia  Company  under  this  guarantee 
amount  to  approximately  $69,000  per  year  on  the  34,596  publicly-held 
shares. 

i 

I 

i 


i 
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TABLE  II 


Funded  Debt: 

41i%  Collateral  Trust  Sinking  Fund 

Bonds  Due  1961  . 

2%%  Collateral  Trust  Serial  Notes  Due 
Serially  to  1951 . 

Preferred  Stock: 

5%  Non-Cumulative,  $10  par  value - 

6%  Cumulative  $50  par  value . 

$6  Cumulative  Preference,  no  par, 

stated  value  $100  . 

$5  Cumulative  Preference,  no  par, 

stated  value  $100  . . 


Common  Stock: 

No  par,  stated  value  $7.25 . 

Scrip,  no  par,  stated  value  $7.25 


$47,538,000 

4,800,000 

1,580  shares 
491,140  shares 

100,000  shares 

53,868  shares 

5,190,647  shares 
205  11/12  shares 


All  of  the  bonds,  notes,  preferred  and  preference 
stocks  and  156,107  shares  (or  3.01%)  of  the  common 
stock  are  publicly  held.  Standard  Gas  owns  5,024,790 
shares  (96.8% )  and  Standard  Power  owns  9,750  shares 
(0.19%)  of  the  common  stock. 

Both  the  5%  non-cumulative  and  the  6%  cumula¬ 
tive  preferred  stocks  are  non-callable.  The  5%  preferred 
has  equal  voting  rights  per  share  with  the  common 
stock  on  all  matters  submitted  to  a  vote  of  the  stock¬ 
holders.  The  5%  preferred  is  preferred  as  to  current 
dividends  but  on  voluntary  or  involuntary  liquidation 
it  is  entitled,  only  after  the  holders  of  the  other  series 
of  preferred  and  preference  stocks  have  received  their 
liquidation  preferences,  to  receive  the  remaining  assets 
share  for  share  with  the  common  stock. 


The  6%  cumulative  preferred  is  junior  to  the  5% 
preferred  as  to  dividends  and  has  no  voting  rights  ex¬ 
cept  in  certain  specified  instances.  On  liquidation,  vol¬ 
untary  or  involuntary,  it  is  entitled  to  $50  per  share 
plus  accrued  dividends  before  any  payments  are  made 
to  the  5%  preferred  stock  or  to  the  $6  and  $5  cumula¬ 
tive  preference  stocks. 
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The  $6  and  $5  cumulative  preference  stocks  have 
equal  preference  as  to  dividends  ahead  of  the  common 
stock  but  junior  to  the  5%  and  6%  preferred  and  are 
callable  at  $110  per  share  plus  accrued  dividends. 
Neither  of  these  stocks  has  voting  rights  except  under  j 
certain  conditions.  On  voluntary  or  involuntary  liquida¬ 
tion  they  are  entitled  to  $100  plus  accrued  dividends  : 
after  payment  to  the  6%  preferred  but  before  payment 
to  the  5%  preferred  and  common.  ! 

•  i 

The  consolidated  capitalization  of  Philadelphia 
Company  and  its  subsidiaries  (other  than  Pittsburgh 
Railways),  per  books  as  of  December  31,  1946,  and  as 
adjusted  to  reflect  preferred  and  preference  stocks  at 
their  involuntary  liquidating  value  and  the  elimination! 
of  known  excesses  of  utility  plant  over  original  cost, 
is  shown  in  Appendix  A  attached  hereto. 

The  average  annual  consolidated  gross  operating 
revenues  of  Philadelphia  Company  (excluding  those  of 
the  Pittsburgh  Railways  system  and  other  railway  sub¬ 
sidiaries  of  Philadelphia  Company,  which  the  latter  does 
not  consolidate  in  its  published  statements)  for  the 
period  1941  to  1946  and  the  percentage  relationship  of 
type  of  revenue  to  total  revenues  were  as  follows : 


table  m 


Type  of  Revenue 


Electric 
Gas  . . . 
Steam 
Oil  .... 


Total  Average  Annual  Gross  Operating 
Revenues  . . . 


Amount 

%  of 

TotM 

( 

$41,901,022 

71.1% 

15,987,287 

27.1 

923,839 

1.6 

137,965 

.2 

! 

$58,950413 

100.0% 

During  recent  years  Philadelphia  Company  has  ojb- 
tained  most  of  its  corporate  revenue  in  the  form  of 
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dividends  from  Duquesne  and  rents  for  gas  facilities 
from  Equitable,  as  follows : 

TABLE  IV 


Dividends  Lease  Rental  from 


Year 

from  Duquesne 

Equitable  Gas 

AU  Other 

Revenues 

1946 

$7,965,464 

$2,662,240 

$1,409,437 

$12,037,143 

1945 

8480,746 

2,894,887 

1,285,504 

12,361,137 

1944 

8,396,029 

2,897,033 

787,222 

12,080,284 

1943 

8,611,312 

2,720,909 

568,158 

11,900,379 

1942 

8,611,312 

2,639,339 

544,430 

11,795,081 

1941 

8,396,029 

2,100,052 

593,238 

11,089,319 

The  following  table  shows  corporate  and  consoli¬ 
dated  net  income  of  Philadelphia  Company  for  the  years 
1941  to  1946: 


TABLE  V 


Net  Income  Applicable 


Net  Income 

Preferred 

Stock 

Dividend 

Require¬ 

ments 

to 

Common  Stock 

Common 

Stock 

Dividends 

Paid 

Year  Corporate 

Consoli¬ 

dated* 

Corporate 

Consoli¬ 

dated* 

1946  $5,703,952 

$6,011,706 

$2,343,550 

$3,360,402 

$3,668,156 

$2,854,856 

1945  5,734,162 

6,297,965 

2,343,550 

3,390,612 

3,954,415 

2,854,856 

1944  5,647,985 

7,094,586 

2,343,550 

3,304,435 

4,751,036 

2,854,856 

1943  5,779,720 

8,039462 

2,343,550 

3,436,170 

5,695,612 

2,854,856 

1942  5,989,933 

7,933,752 

2,343,550 

3,646,383 

5,590,202 

2,854,856 

1941  5,416,750 

5,964,939 

2,343,551 

3,073,198 

3,621,388 

2,517,266 

♦Consolidated  statements  do  not  include  Pittsburgh  Railways  and 
its  subsidiaries  or  the  street  railway  subsidiaries  of  Philadelphia  Com¬ 
pany. 


HL  THE  REQUIREMENTS  OF  SECTION  11(b)  (1) 


Section  11(b)  (1)  of  the  Act  directs  the  Commis¬ 
sion  to  require  by  order  that  each  registered  holding 
company  and  each  subsidiary  thereof  take  such  action 
as  the  Commission  shall  find  necessary  “to  limit  the 
operations  of  the  holding-company  system  of  which  such 
company  is  a  part  to  a  single  integrated  public-utility 


- - 

j 

i 
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I 

system”10  and  to  “such  other  businesses  as  are  reason-  j 
ably  incidental,  or  economically  necessary  or  appropri-  ! 
ate  to  the  operations  of  such  integrated  public-utility 
system.”  It  further  provides  that  “the  Commission 
shall  permit  a  registered  holding  company  to  continue  j 
to  control  one  or  more  additional  integrated  public- 
utility  systems,  if  ...  it  finds  that — 

“(A)  Each  of  such  additional  systems  cannot  j 
be  operated  as  an  independent  system  without  the 
loss  of  substantial  economies  which  can  be  secured  ! 
by  the  retention  of  control  by  such  holding  com-  i 
pany  of  such  system;  j 

“(B)  All  of  such  additional  systems  are  locat-  i 
ed  in  one  State,  or  in  adjoining  States,  or  in  a  con¬ 
tiguous  foreign  country;  and 

“(C)  The  continued  combination  of  such  sys-  ! 

terns  under  the  control  of  such  holding  company  is  ! 

_  i 

1  °“Integrated  public-utility  system,”  as  applied  to  electric  utility  j 
companies,  is  defined  in  Section  2(a)  (29)  (A)  to  mean:  ! 

"...  a  system  consisting  of  one  or  more  units  of  generating  j 
plants  and/or  transmission  lines  and/or  distributing  facilities, 
whose  utility  assets,  whether  owned  by  one  or  more  electric 
utility  companies,  are  physically  interconnected  or  capable  of  j 
physical  interconnection  and  which  under  normal  conditions  j 
may  be  economically  operated  as  a  single  interconnected  and  j 
coordinated  system  confined  in  its  operations  to  a  single  area  or 
region,  in  one  or  more  States,  not  so  large  as  to  impair  (consid-  j 
ering  the  state  of  the  art  and  the  area  or  region  affected)  the  j 
advantages  of  localized  management,  efficient  operation,  and  the  ! 
effectiveness  of  regulation;  ...” 

As  applied  to  gas  utility  companies.  Section  2(a)  (29)  (B)  defines 
the  term  to  mean: 

"...  a  system  consisting  of  one  or  more  gas  utility  companies  j 
which  are  so  located  and  related  that  substantial  economies  may  j 
be  effectuated  by  being  operated  as  a  single  coordinated  system 
confined  in  its  operations  to  a  single  area  or  region,  in  one  or 
more  States,  not  so  large  as  to  impair  (considering  tie  state  of 
the  art  and  the  area  or  region  affected)  the  advantages  of 
localized  management,  efficient  operation,  and  the  effectiveness 
of  regulation:  Provided ,  That  gas  utility  companies  deriving 
natural  gas  from  a  common  source  of  supply  may  be  deemed  to 
be  included  in  a  single  area  or  region.” 
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not  so  large  (considering  the  state  of  the  art  and 
the  area  or  region  affected )  as  to  impair  the  advan¬ 
tages  of  localized  management,  efficient  operation, 
or  the  effectiveness  of  regulation.” 

Respondents  make  the  general  contention  that  the 
Philadelphia  Company  system  “is  not  the  type  of  hold¬ 
ing  company  system  which  Congress  intended  should  be 
dismembered.”  Although  they  state  that  “The  legisla¬ 
tive  history  and  the  text  of  the  Act  make  plain  that  no 
such  result  was  ever  intended,”  we  find  no  support  in 
either  the  statutory  language  or  the  legislative  history 
for  this  contention.  There  is  nothing  in  Section  11  which 
exempts  a  system  of  this  type  from  its  operation;  on 
the  contrary,  Section  11  is  phrased  in  the  broadest 
terms,  since  it  directs  us  to  apply  its  provisions  to  “each 
registered  holding  company,  and  each  subsidiary  com¬ 
pany  thereof”  (emphasis  added).  Since  Philadelphia 
Company  is  clearly  covered  by  Section  11,  it  is  our  duty 
to  require  the  system  to  conform  with  its  provisions. 
Accordingly,  we  must  direct  Philadelphia  Company  to 
limit  its  operations  to  a  single  integrated  public-utility 
system,  to  such  additional  systems,  if  any,  as  we  can 
find  meet  the  (A),  (B)  and  (C)  standards  quoted 
above,  and  to  such  other  businesses  as  are  reasonably 
incidental  or  economically  necessary  or  appropriate  to 
the  operations  of  the  system. 

As  previously  noted,  at  the  time  we  entered  our 
order  of  August  8,  1941,  directing  Standard  Gas  to  dis¬ 
pose  of  all  of  its  holdings  except  those  in  Philadelphia 
Company,  we  found  that  the  properties  of  Duquesne 
constitute  an  integrated  electric  utility  system.  Noth¬ 
ing  has  happened  since  that  date  which  would  require 
any  change  in  that  conclusion  and  we  accordingly  reit¬ 
erate  that  finding. 

The  company  contends,  and  the  staff  agrees,  that 
the  gas  utility  properties  constitute  a  single  integrated 
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gas  utility  system.  The  system  is  composed  of  gas  prop¬ 
erties  owned  by  Equitable,  Pittsburgh  W.  Va.,  and  Phil¬ 
adelphia  Company11  and  operates  in  the  adjoining 
states  of  Pennsylvania  and  West  Virginia.  The  gas  prop¬ 
erties  of  Philadelphia  Company  are  leased  to  and  oper¬ 
ated  by  Equitable.  The  properties  operated  by  Equi-  j 
table  are  physically  interconnected  with  those  of  Pitts¬ 
burgh  W.  Va.  at  the  Pennsylvania-West  Virginia  state 
line.  Most  of  the  gas  used  by  these  companies  in  their 
operations  is  obtained  from  common  sources  of  supply. 
Pittsburgh  W.  Va.  is  subject  to  regulation  by  the  West 
Virginia  Public  Service  Commission  and  the  Federal  j 
Power  Commission;  Equitable  is  subject  to  regulation  , 
by  the  Pennsylvania  Public  Utility  Commission.  Al-  | 
though  Philadelphia  Company  is  a  public  utility  within  ! 
the  meaning  of  the  Pennsylvania  Public  Utility  Law  of 
1937,  it  was  testified  that  it  is  not  subject  to  any  regu¬ 
lation  in  such  capacity  by  the  Pennsylvania  Commis-  j 
sion. 

i 

The  combined  facilities  of  the  gas  utility  proper-! 
ties  serve  approximately  200,000  customers.  Combined! 
net  plant  amounts  to  approximately  $33,000,000,  and 
combined  gross  revenues  (excluding  intra-system 
sales)  for  the  12  months  ended  December  31,  1946,  ag-l 
gregated  $15,385,279. 

j 

It  is  clear  that  the  facilities  of  these  gas  utility 
companies  are  “operated  as  a  single  coordinated  system 
confined  in  its  operations  to  a  single  area  or  region,  in 
one  or  more  States,”  and  we  accordingly  find  that  the 
gas  utility  properties  of  Pittsburgh  W.  Va.,  Equitable 

i 


11Ky.  W.  Va.  and  Finleyville  are  not  deemed  to  be  gas  utility  com¬ 
panies  within  the  meaning  of  Section  £(a)  (4)  of  the  Act  by  virtue  of 
exemptions  under  our  Rule  U-7,  because  of  the  small  amount  of  gas  they 
distribute  at  retail.  Their  status  as  “incidental  businesses”  of  the  gas 
utility  system  is  discussed  below.  | 
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and  Philadelphia  Company  constitute  an  integrated  gas 
utility  system  within  the  meaning  of  Section  2(a)  (29) 
(B). 

We  have  repeatedly  held  that  both  electric  and  gas 
properties  cannot  be  retained  together  as  a  single  inte¬ 
grated  utility  system  and  that,  if  a  holding  company  de¬ 
sires  to  retain  an  integrated  gas  utility  system  in  addi¬ 
tion  to  an  integrated  electric  utility  system,  it  must 
justify  such  retention  under  the  “additional  system” 
standards  set  forth  in  the  (A),  (B)  and  (C)  clauses  of 
Section  11(b)  (1).  Although  Philadelphia  Company 
makes  the  contention  that  both  the  electric  and  gas 
utility  properties  may  be  retained  as  a  single  integrated 
public-utility  system,  it  concedes  that  under  our  prior 
decisions  the  contrary  view  is  well  settled,  and  states 
that  it  only  raises  the  question  so  that  it  will  not  be 
deemed  to  have  waived  it.  Under  the  circumstances  we 
see  no  need  for  any  extended  discussion  of  the  point; 
the  reasons  supporting  our'  views  in  this  respect  are 
considered  and  stated  at  length  in  our  prior  decisions.12 

In  its  answer  filed  in  these  proceedings,  Philadel¬ 
phia  Company  stated  that,  if  it  could  not  retain  both 
electric  and  gas  properties  as  a  single  system,  it  then 
elected  to  retain  Duquesne  as  its  “single”  or  “principal” 
system.  We  accordingly  treat  Duquesne  as  constituting 
Philadelphia  Company’s  principal  system  and  turn  to 
the  question  whether  the  gas  utility  properties  may  be 
retained  as  an  additional  integrated  system  under  the 
standards  of  clauses  (A),  (B)  and  (C). 


1  Columbia  Gas  and  Electric  Corporation ,  8  S.E.C.  443  (1941); 
The  United  Gas  Improvement  Company ,  9  S.E.C.  52  (1941) ;  The  North 
American  Company ,  11  S.E.C.  194  (1942) ;  Engineers  Public  Service 
Company ,  12  S.E.C.  41  (1942). 
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The  Retention  of  an  Additional  Integrated  System 

No  problem  is  posed  by  the  application  of  clause 
(B),  since  the  gas  system  sought  to  be  retained  is  lo¬ 
cated  in  the  adjoining  states  of  Pennsylvania  and  West 
Virginia.  Nor  do  we  find  it  necessary,  for  reasons  indi¬ 
cated  later,  to  consider  the  effect  of  clause  ( C ) .  It  is  the 
application  of  clause  (A) — whether  divestment  of  the 
gas  utility  system  would  result  in  “the  loss  of  substan¬ 
tial  economies  which  can  be  secured  by  the  retention  of 
control”  over  such  system  by  Philadelphia  Company — 
which  constitutes  the  major  issue  in  this  case.  j 

l 

To  support  its  claim  that  separation  of  the  gas 
system  and  the  electric  system  from  the  common  con¬ 
trol  of  Philadelphia  Company  would  result  in  the  loss  of  j 
substantial  economies,  Philadelphia  Company  intro-  j 
duced  testimony  and  exhibits  which  purported  to  show 
that  if  the  electric,  gas  and  transportation  properties  j 
were  separated,  certain  increases  in  the  annual  operat-  ' 
ing  expenses  of  the  companies  would  be  incurred 
amounting  to  roughly  $525,000  for  the  “electric  group,” 
$500,000  for  the  “gas  group”  and  $98,000  for  the  “trans-  j 
portation  group.”13  | 

j 

After  careful  consideration  of  the  evidence  and  of 

the  arguments  directed  to  this  phase  of  the  case,  we  j 

have  concluded,  first,  that,  even  on  the  assumption  that  j 

we  could  accept  the  testimony  and  exhibits  introduced  I 

by  Philadelphia  Company  at  face  value  and  as  demon-  j 
_  _  _ _ _ _ 

i 

I3The  company’s  testimony  and  exhibits  on  increased  expenses  relate 
to  certain  studies  and  computations  made  by  its  witnesses  on  the  basis 
of  their  breakdown  of  the  Philadelphia  Company  system  into  four  groups 
of  companies :  an  electric  group  consisting  of  Duquesne,  Steam  Heating,  j 
and  Cheswick  &  Harmar;  a  gas  group  consisting  of  Equitable,  Pitts-  j 
burgh  W.  Va.,  Ky.  W.  Va.,  Philadelphia  Oil  and  Finleyville;  a  trans-  j 
portation  group  consisting  of  Pittsburgh  Railways  and  its  underlier 
companies  and  Motor  Coach;  and  an  auxiliary  group  consisting  of  Equi¬ 
table  Real  Estate  Company. 

It  should  be  noted  that  the  figures  cited  in  the  text  do  not  take  into  j 
account  any  adjustment  for  tax  savings.  If  current  corporate  tax  rates  I 

i 

| 

i 

i 
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strating  the  evidentiary  conclusions  they  purport  to 
prove,  we  could  not,  in  the  context  of  this  case,  find 
that  they  constitute  proof  of  loss  of  “substantial  econo¬ 
mies”  on  which  we  could  base  the  affirmative  finding  re¬ 
quired  by  clause  (A) ;  and,  second,  directing  ourselves 
more  specifically  to  the  validity  of  this  evidence,  that 
we  cannot  accept  the  figures  which  the  evidence  pur¬ 
ports  to  represent  as  indicating  the  extent  of  additional 
expenses  which  would  be  incurred  if  the  gas  and  elec¬ 
tric  systems  ceased  to  be  subject  to  the  common  con¬ 
trol  of  Philadelphia  Company. 

A.  The  Test  of  Substantial  Economies — the 

“ Substantiality ”  of  the  Claimed  Losses 

The  starting  point  of  Section  11(b)(1)  is  the 
general  requirement  that  the  operations  of  a  holding 
company  system  be  limited  to  a  single  integrated  public 
utility  system.  Retention  of  one  or  more  additional  sys¬ 
tems  is  permitted  as  an  exception  to  this  general  re¬ 
quirement  if,  but  only  if,  it  can  be  demonstrated  that 
such  retention  meets  the  exacting  standards  established 
by  clauses  (A),  (B)  and  (C). 

The  legislative  history  of  Section  11(b)  (1)  indi¬ 
cates  that  it  was  the  intent  of  Congress  to  create  only 
a  limited  exception  to  the  general  rule  confining  holding 
companies  to  a  single  system,  and  that  this  exception 
was  created  to  deal  with  the  situation  in  which  the 
proven  inability  of  the  additional  system  to  stand  by 
itself  would  result  in  substantial  hardship  to  investors 

were  taken  into  consideration,  these  figures  would  be  substantially  re¬ 
duced.  Application  of  the  38%  tax  rate  would  decrease  the  claimed  in¬ 
creases  in  expenses  to  approximately  $325,500  for  the  electric  group, 
$310,000  for  the  gas  group,  and  $60,760  for  the  transportation  group. 
Although  we  have  used  the  company’s  figures  for  analytical  purposes 
without  making  any  adjustment  for  these  tax  savings,  it  should  be  borne 
in  mind  that,  even  if  we  were  to  accept  the  company’s  evidence  with 
respect  to  these  figures  at  face  value,  such  figures  could  never  be  said 
to  represent  actual  increased  expenses  but  would  be  substantially  reduced 
by  reason  of  tax  savings. 


I 
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and  consumers  were  its  relationship  with  the  holding  ; 
company  terminated.  Clause  ( A) ,  which  was  inserted  in  I 
the  bill  for  the  first  time  by  the  Conference  Committee,  ! 
is  described  in  the  Conference  Committee  report  as 
making  .  .  provision  to  meet  the  situation  where  a 
holding  company  can  show  a  real  economic  need  on  the 
part  of  additional  integrated  systems  for  permitting  j 
the  holding  company  to  keep  these  additional  systems  j 
under  localized  management  with  a  principal  integrated  j 
system.”  (Emphasis  added).14  The  same  idea  was  ex¬ 
pressed  by  Senator  Wheeler,  one  of  the  sponsors  of  the  j 
legislation,  when  he  stated  on  the  floor  of  the  Senate  | 
shortly  after  passage  of  the  bill,  in  explaining  what  was  ! 
intended  by  the  conference  measure,  that  the  “Furthest  ! 
concession”  it  was  felt  could  be  made  to  the  general  l 
rule  of  limiting  a  holding  company  to  one  integrated  ! 
system  “would  be  to  permit  the  Commission  to  allow  a 
holding  company  to  control  more  than  one  integrated 
system  if  the  additional  systems  were  in  the  same  region  \ 
as  the  principal  system  and  were  so  small  that  they  j 
were  incapable  of  independent  economical  operation. .  ”  \ 
(Emphasis  added).15  In  the  North  American  case  the  I 
Supreme  Court  stated  that  Section  11(b)(1)  “In 
essence  . . .  confines  the  operations  of  each  holding  com¬ 
pany  system  to  a  single  integrated  public  utility  system 
with  provision  for  the  retention  of  additional  systems 
only  if  they  are  relatively  small ,  located  close  to  the 
single  system  and  unable  to  operate  economically  under 


14Conf.  Rep.  on  S.  2796,  H.  R.  Rep.  No.  1903,  74th  Cong.  1st  Sess., ! 
p.  71. 

1579  Cong.  Rec.  14479  (Aug.  24,  1935).  Although  this  statement  was 
actually  made  after  the  Senate  voted,  it  does,  as  we  have  previously 
pointed  out,  deserve  some  consideration  as  a  relevant  aid  to  construction 
because  it  was  a  “contemporaneous  interpretation  by  one  who  was  cer¬ 
tainly  in  a  position  to  speak  with  authority,  was  made  before  the  Act 
went  to  the  President,  for  signature,  was  delivered  unchallenged  before 
the  Senate,  and  is  a  matter  of  public  record.”  Engineers  Public  Service 
Company,  9  S.  E.  C.  782-3  (194i).  j 

i 

i 

i 

j 

i 

j 
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separate  management  without  the  loss  of  substantial  < 
economies.  .  .  ”  (Emphasis  added).16 

We  cannot  find  that  the  facts  of  this  case  justify 
retention  of  Philadelphia  Company’s  gas  properties  as 
an  additional  system  within  the  scope  of  the  exception 
envisaged  by  Congress.  The  general  framework  of  the 
Act,  as  well  as  the  legislative  history  quoted,  indicate 
that  Congress,  in  setting  up  the  standards  governing 
the  retention  of  additional  systems,  and  particularly  in 
clause  (A),  had  in  mind  permitting  retention  only  of  i 
the  type  of  system  which  could  not  economically  stand 
by  itself.  Neither  the  electric  nor  the  gas  system  under 
consideration  here  falls  within  that  category.  Duquesne, 
with  a  total  gross  plant  account  aggregating  approxi¬ 
mately  $185,000,000  and  annual  gross  operating  rev¬ 
enues  of  approximately  $42,600,000,  is  obviously  able  to 
stand  alone.  The  gas  group,  with  combined  net  plant  of 
approximately  $33,000,000  and  combined  annual  gross 
revenues  ( excluding  intra-system  sales )  exceeding 
$15,000,000,  is  also  clearly  capable  of  effective  operation 
by  itself.  The  size  of  each  of  the  two  systems  exceeds 
that  of  numerous  companies  which  have  demonstrated 
conclusively  their  ability  to  operate  effectively  free 
from  holding  company  control.  In  this  connection  it  is 
particularly  significant  to  note  that  the  two  other  gas 
companies  operating  in  the  City  of  Pittsburgh  are  of 
comparable  size  and  are  both  able  to  operate  effectively 
without  being  tied  through  holding  company  control  to 
any  electric  utility  system. 

i 

It  is  clear  that  Congress  was  aware  that  the  freeing 
of  electric  and  gas  utility  systems  from  common  con¬ 
trol  would  frequently  result  in  some  increase  in  operat¬ 
ing  expenses  due  to  the  elimination  of  certain  types  of 


16 The  North  American  Company  v.  S.  E.  C.,  327  U.  S.  686,  696-7 
(1946). 
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savings  which  common  control  had  permitted.  But,  as  j 
we  pointed  out  in  Engineers  Public  Service  Company,11  j 
Congress,  in  prescribing  the  conditions  under  which  ad-  j 
ditional  systems  could  be  retained,  did  not  frame  the 
test  in  terms  of  merely  some  increased  expenses,  as  it 
might  easily  have  done  had  it  desired  to  make  this  the  j 
criterion,  but  instead  authorized  the  retention  of  addi-  j 
tional  systems  only  if  they  could  not  be  operated  inde¬ 
pendently  without  “the  loss  of  substantial  economies.” 

I 

We  have  repeatedly  held  that  a  company  has  not  | 
made  a  showing  of  a  loss  of  “substantial  economies”  by  j 
merely  proving  that  elimination  of  the  common  control 
of  two  systems  would  result  in  some  increase  in  ex- 1 
penses.18  For  the  economies  to  be  “substantial,”  they 
must  be  “important”  in  the  sense  that  they  are  of  such 
nature  that  their  loss  would  cause  a  serious  economic 
impairment  of  the  system.19  In  the  instant  case,  even’ 
taking  the  company’s  evidence  at  face  value — and  as  in¬ 
dicated  later  in  this  Opinion  we  cannot  thus  accept  it — 
there  has  still  been  no  showing  made  that  either  the  gas 
or  electric  system  would  be  so  adversely  affected  by  seg¬ 
regation  as  to  render  it  incapable  of  independent  eco¬ 
nomical  operation.  On  the  contrary,  the  record  in  this 
case  contains  abundant  evidence  that  the  electric  and 
gas  systems  are  each  fully  capable  of  independent  eco¬ 
nomical  operation. 


1712  S.E.C.  41  (1942). 

lsThe  North  American  Company ,  11  S.E.C.  194  (1942);  Engineers 
Public  Service  Company,  12  S.E.C.  41  (1942) ;  Cities  Service  Power  & 
Light  Company,  14  S.E.C.  28  (1943) ;  The  Middle  We3t  Corporation, 
..  S.E.C.  ..  (1944),  Holding  Company  Act  Release  No.  4846;  Cities 
Service  Company,  ..  S.E.C.  ..  (1944),  Holding  Company  Act  Release 
No.  5028. 

19The  North  American  Company,  11  S.E.C.  194,  209  (1942),  aff*d 
sub  nom.  North  American  Co.  v.  S.  E.  C.,  133  F.  2d  148,  152  (C.C.A.  2d, 
1943)  (“With  the  Commission’s  ruling  that  ‘substantial  economies’  means 
important  economies  ...  we  are  in  accord”),  aff’d  on  issues  of  consti¬ 
tutionality,  327  U.S.  686  (1946).  j 
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Moreover,  any  consideration  of  the  increased  ex¬ 
penses  which  may  be  incurred  upon  segregation  must 
be  viewed  against  the  background  of  the  compensating 
advantages  flowing  from  such  segregation.  Thus  it  is 
manifestly  to  the  advantage  of  both  the  electric  and  gas 
businesses  that  independent  managements  for  each  be 
allowed  to  devote  their  entire  energies  to  their  respec¬ 
tive  companies,  and  that  such  businesses  not  continue 
to  have  their  operations  supervised  by  common  manage¬ 
ment  which  is  also  conducting  another  business  in  the 
same  area  which,  at  the  very  least,  must  be  viewed  as 
a  potential  if  not  an  actual  competitor.  If,  as  the  com¬ 
pany  argues,  some  increase  in  personnel  costs  would  be 
incurred  on  segregation,  it  is  not  unlikely  that  these 
costs  may  be  offset  by  the  greater  productivity  which 
should  result  from  the  additional  personnel  and  from 
the  concentration  of  the  energies  of  all  personnel  on 
the  single  system  to  which  they  will  then  be  assigned 
and  to  which  they  will  owe  undivided  allegiance.20 
These  compensating  advantages  are,  of  course,  merely 
illustrative  of  what  is  one  of  the  basic  premises  of  Sec¬ 
tion  11(b)  (1) — that  is,  that  there  are  substantial  eco¬ 
nomic  advantages  in  requiring  the  segregation  of  utility 
systems  and  that,  in  all  but  the  exceptional  case,  such 


20C/.  The  North  American  Company,  et  al.,  . .  S.E.C.  ..  (1945), 
Holding  Company  Act  Release  No.  5707.  Respondents  have  presented 
certain  evidence  which  they  contend  demonstrates  that  these  counter¬ 
vailing  benefits  would  not  in  fact  obtain  on  segregation.  This  evidence 
consists  principally  of  certain  comparative  studies  of  (1)  Duquesne  with 
nine  other  electric  utilities  and  with  the  electric  utility  industry  as  a 
whole,  and  (2)  Equitable  with  the  two  other  gas  companies  operating  in 
the  Pittsburgh  area.  It  has  been  argued  that  these  studies  are  of  no 
value  because,  it  is  asserted,  the  companies  used  as  a  basis  for  compari¬ 
son  are  not  in  fact  comparable  to  Duquesne  or  Equitable,  respectively. 
We  think  there  is  a  good  deal  in  the  record  to  support  that  argument. 
However,  even  assuming  the  validity  of  these  studies,  they  still  would 
not  negative  the  considerations  noted  in  the  text.  At  most  they  might 
possibly  be  viewed  as  shedding  some  light  on  the  present  comparative 
efficiencies  of  Duquesne  and  Equitable.  But  they  do  not  in  any  way  go 
to  the  issue  of  whether  further  efficiencies  and  economies  would  not  result 
from  freedom  from  joint  control  by  a  single  holding  company. 
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advantages  outweigh  the  disadvantages  resulting  from  i 
segregation.  Such  advantages,  although  frequently  j 
subtle  in  nature  and  incapable  of  exact  measurement,  I 
must  also  be  considered  in  arriving  at  the  composite  j 
estimate  of  whether  the  net  economies  that  may  be  lost 
on  segregation  can  properly  be  deemed  “substantial.”21 1 
Thus,  a  showing  of  increased  operational  expense  is  not 
in  and  of  itself  determinative  and  cannot  be  regarded  j 
as  conclusive  proof  of  a  “loss  of  economies”  in  the  j 
amount  of  the  increased  expense.22  In  addition,  while 
the  dollar  amount  of  increased  expense  which  the  com¬ 
pany  has  alleged  would  be  incurred  on  segregation  is! 
substantial  in  an  absolute  sense,  it  is  obvious  that,  in 
the  context  of  clause  (A),  the  “substantiality”  of  as¬ 
serted  losses  of  economies  cannot  be  tested  in  absolute 
terms  but  rather  must  be  evaluated  in  relation  to  total 
revenues,  expenses  and  income. 

The  consolidated  revenues,  expenses  and  gross  in¬ 
come  applicable  to  the  gas  operations  of  the  Philadel¬ 
phia  Company  system  are  not  directly  set  forth  in  the 
record;  however,  these  data  may  be  obtained  from  the 
consolidating  statement  of  income  for  the  year  ended 
December  31,  1946,  for  Philadelphia  Company  and  sulH 

21In  this  connection  it  is  noteworthy  that  C.  A.  Johnson  and  Kent 
Cochran,  stockholders  and  directors  of  Standard  Gas  (Cochran  also  being 
a  director  of  Philadelphia  Company),  who  were  granted  leave  to  be; 
heard  in  these  proceedings,  filed  a  statement  in  which  they  took  the 
position  that,  although  “some  economies”  might  result  from  continued 
joint  operation  of  the  electric,  gas  and  transportation  businesses  of 
Philadelphia  Company,  they  were  “not  convinced”  that  such  increases 
were  “so  large  as  necessarily  to  outweigh  counter-vailing  advantages 
which  might  possibly  result  from  the  ultimate  complete  dissolution  of 
Philadelphia  Company”. 

~~Cf.  Engineers  Public  Service  Company  v.  S.  E.  C.,  138  F.  2d  936, 
944  (Ct.  App.  D.C.  1943) : 

“  ‘Substantial  economies’,  means  something  different  and,  we 
think,  something  more  than  substantial  savings  in  operational  ex¬ 
penses.  Congress  could  have  said  that  the  divorcement  shall  not  be 
decreed  if  the  controlling  utility  or  the  controlled  utility  show  at 
a  hearing  that  the  cost  to  operate  the  latter  separately  from  the 
former  would  be  substantially  greater.  If  the  Act  can  be  construed 


! 
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sidiaries  which  is  included  in  the  1946  annual  supple¬ 
ment  to  the  registration  statement  of  Philadelphia  Com¬ 
pany  and  which  does  constitute  a  part  of  the  record.  Ac¬ 
cordingly,  we  have  prepared,  and  attach  hereto  as  Ap¬ 
pendix  B,  a  consolidating  statement  of  operating  rev¬ 
enues,  operating  expenses  (operating  revenue  deduc¬ 
tions),  and  gross  income  for  the  year  ended  December 
31, 1946,  for  the  gas  group  of  Philadelphia  Company  and 
its  subsidiary  companies.  In  preparing  this  statement, 
in  order  to  obtain  a  fair  picture  of  the  results  of  the 
consolidated  operations  for  the  gas  group,  we  have  elim¬ 
inated  all  intra-system  payments  and  accounts  between 
companies  in  the  gas  group  and  between  those  compa¬ 
nies  and  Philadelphia  Company.  These  eliminations 
are  set  forth  in  Appendix  B  and  include  such  mutually 
offsetting  items  as  revenues  from  sales  of  gas  to  affili¬ 
ated  companies  in  the  gas  group  which  represented 
operating  expenses  for  the  purchasing  companies  and 
revenues  received  by  Philadelphia  Company  from  affili¬ 
ated  companies  in  the  gas  group  in  the  form  of  rents 
on  leased  property  and  dividends  which  represented 
operating  expenses  and  surplus  charges  for  such  affili- 


as  meaning  just  that,  then  the  severance  ordered  here  is  wrong. 
‘Substantial  economies’  must  mean,  as  was  said  in  North  American 
Co.  v.  Securities  and  Exchange  Commission,  2  Cir.,  133  F.  2d  148, 
152,  ‘important  economies.’  The  required  importance  must  relate  to 
the  healthful  continuing  business  and  service  of  the  freed  utility. 
But  Congress  was  not  so  much  concerned  with  the  profit  motive  of 
utilities  as  with  the  evils  that  had  become  prevalent  through  com¬ 
binations  of  utilities.  It  was  first  concerned  with  the  wiping  out  of 
the  evils  which  the  practice  of  utility  combinations  had  produced, 
and  Congress  only  consented  to  dull  the  blade  of  its  chosen  weapon 
in  proved  hard  cases.” 


****** 

“In  short,  we  are  of  the  opinion  that  the  mere  showing  of  a 
material  saving  in  operational  expense  (which,  to  some  extent  at 
least,  would  normally  be  expected)  does  not  necessarily  show  the 
overall  situation.  This  single  item  may  or  may  not  indicate  a  net 
economy  of  any  figure  .  .  .” 
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ated  companies.  These  adjustments  are  of  the  type  nor-  j 
mally  made  in  preparing  consolidated  statements,  and! 
which  Philadelphia  Company  itself  makes  in  preparing 
its  published  consolidated  statements. 

As  set  forth  in  Appendix  B,  on  a  consolidated  basis 
for  the  gas  group  for  the  year  ended  December  31, 1946,  j 
total  operating  revenues  were  $16,656,560,  total  oper¬ 
ating  expenses  (operating  revenue  deductions)  were 
$13,311,546,  and  gross  income  was  $3,451,657;  the  in¬ 
creased  expense  of  $500,328  for  the  gas  group  which 
it  is  claimed  would  result  from  segregation  represents 
3.00%,  3.76%  and  14.50%  of  these  amounts,  respec¬ 
tively.25  | 

i 

We  have  had  occasion  in  prior  cases  to  consider 
the  significance  of  similar  comparative  analyses  where 
claims  of  losses  of  substantial  economies  were  made  in 

i 

Section  11(b)(1)  proceedings.  A  comparison  between 
the  figures  in  those  cases,  where  we  held  that  the  loss 
of  substantial  economies  had  not  been  established,  and 
the  figures  in  the  instant  proceeding  would  appear  help¬ 
ful  in  determining  whether  the  claimed  losses  are  suffi¬ 
cient  to  constitute  losses  of  economies  which  are 
“substantial”  within  the  meaning  of  clause  (A).24 


23In  the  comparative  analyses  made  in  this  portion  of  our  Opinion 
and  in  our  consideration  of  the  question  whether  there  has  been  a  show-; 
ing  that  “substantial  economies”  would  be  effected  by  continuance  of  thei 
common  control  of  the  gas  and  electric  systems,  we  have  accepted  the 
company’s  assumption  that  claimed  increased  expenses  of  properties 
which,  although  not  a  part  of  the  integrated  gas  utility  system,  are 
retainable  as  incidental  businesses  of  that  system,  may  be  considered. 
Our  comparisons  therefore  relate  the  claimed  increased  expense  for  the 
“gas  group”  to  the  total  revenues,  expenses  and  income  of  this  group. ! 

24Respondents  objected  to  a  similar  analysis  presented  by  the  staff 
in  its  brief  on  the  ground  that  some  of  the  data  upon  which  it  was  based 
were  dehors  the  record.  All  of  the  data  which  we  rely  upon  in  this  por¬ 
tion  of  our  Opinion  are,  in  the  case  of  Philadelphia  Company,  a  part  of 
the  record,  and,  with  respect  to  the  Engineers  and  North  American  pro¬ 
ceedings,  set  forth  on  the  face  of  our  Findings  and  Opinions  in  those 
cases.  Our  utilization  of  data  contained  in  those  Opinions  constitute? 
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1)  In  Engineers  Public  Service  Company,-*  we 
considered  claims  of  losses  of  substantial  economies  per¬ 
taining  to  two  different  integrated  systems  in  the  hold¬ 
ing  company  system: 

a)  The  Virginia  Electric  and  Power  Company  Sys¬ 
tem.  It  was  contended  that,  if  the  gas  system  of  this 
company  were  separated  from  the  electric  system,  a 
loss  of  $71,500  to  the  gas  system  would  be  incurred. 
Accepting  the  company’s  figures  for  purposes  of  com¬ 
parison,  the  claimed  losses  represented  6.78%  of  the 
gas  system’s  operating  revenues  of  $1,054,987  for  the 
year  ended  December  31,  1940,  9.16%  of  its  operating 
expenses  of  $780,802,  and  26.45%  of  its  gross  income 
of  $270,370.  We  pointed  out,  however,  that  the  record 
would  not  sustain  a  finding  of  more  than  one-half  of 
the  claimed  increased  expenses,  and  that  this  would  re¬ 
sult  in  reducing  the  percentage  figures  to  3.39%,  4.58% 
and  13.22%,  respectively. 

b)  The  Gulf  States  Utility  Company  System.  In¬ 
creased  expenses  on  segregation  pertaining  to  the  gas 
system  were  estimated  by  the  company  at  $42,024.  These 
asserted  losses  represented  6.58%  of  the  gas  depart¬ 
ment’s  total  operating  revenues  of  $638,711  for  the  year 
ended  December  31,  1940,  8.73%  of  the  operating  ex¬ 


nothing  more  than  the  normal  decisional  technique  of  referring  to  and 
comparing  the  facts  in  prior  decisions  as  a  guide  in  adjudicating  the 
pending  case. 

In  the  prior  decisions  consideration  was  also  given  to  the  claimed 
increases  in  expenses  as  a  percentage  of  net  income.  In  this  case,  how¬ 
ever,  as  explained  in  the  Note  to  Appendix  B,  it  is  not  possible  to  obtain 
from  the  record  before  us  a  figure  for  the  consolidated  net  income  of 
the  gas  group. 

It  should  be  emphasized  that  in  each  of  the  prior  cases,  in  addition 
to  the  comparisons  noted  in  this  portion  of  our  Opinion,  we  also  pointed 
out  that  the  claimed  increases  in  expenses  did  not  constitute  a  complete 
measure  of  the  loss  of  economies  because  of  countervailing  benefits 
obtaining  on  segregation — benefits  which  we  have  also  considered  in 
reaching  our  conclusions  herein. 

2»12  S.E.C.  41  (1942). 
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penses  of  $481,602,  and  25.62%  of  the  gross  income  of 
$163,998. 26 

2 )  In  The  North  American  Company,21  where  we  held 
that  the  company  had  not  proven  that  substantial  econ¬ 
omies  would  be  lost  were  it  not  permitted  to  retain  the 
gas  system  of  St.  Louis  County  Gas  Company  (“County 
Gas”)  together  with  its  electric  system,  Union  Electric 
Company  of  Missouri,  the  company  estimated  that  upon 
segregation  County  Gas’  expenses  would  be  increased 
by  approximately  $182,900.  The  claimed  losses  repre¬ 
sented  6.65%  of  the  gas  company’s  operating  revenues 
of  $2,748,770  for  the  year  ended  December  31,  1942, 
8.43%  of  its  operating  expenses  of  $2,169,027  and 
31.42%  of  the  gross  income  of  $582,027.  In  our  opinion* 
we  indicated  that  the  company’s  figures  should  in  any 
event  first  be  adjusted  to  eliminate  an  item  of  more  than 
$20,500  representing  capital  expenditures.  If  all  other 
estimates  of  the  company  were  accepted,  the  increase 
in  expenses  to  County  Gas  would  be  reduced  to  approxi+ 
mately  $160,900.  This  figure  represented  5.85%  of  total 
operating  revenues,  7.42%  of  operating  expenses  and 
27.64%  of  gross  income.  ! 

The  following  table  shows  the  comparative  percentr 
ages  in  the  different  cases: 


i 

i 

i 

i 

i 

| 

i 

i 

- -  ■■ 

26We  noted,  however,  without  specifying  as  in  the  case  of  Virginia 
what  we  deemed  a  more  appropriate  figure,  that  the  estimate  of  $42,024 
of  increased  expenses  upon  independent  operation  of  the  gas  system  was 
overstated  in  several  respects.  I 

27. .  S.E.C.  ..  (1945),  Holding  Company  Act  Release  No.  5707. 
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It  can  be  seen  from  Table  VI  that  in  each  of  the 
categories  listed  the  claimed  increase  in  expenses  esti¬ 
mated  here  is  substantially  smaller  percentagewise  than 
that  of  the  claimed  increases  in  other  cases  where  we  j 
held  that  retention  of  the  additional  system  was  not  i 
justified.  It  is  particularly  significant  to  note  that  even  j 
if  the  company's  claimed  increases  in  this  case  are,  for  ! 
purposes  of  this  comparison,  accepted  at  their  full 
amount,  the  percentages  of  the  claimed  increases  in 
expenses  to  the  items  of  operating  revenues  and  oper¬ 
ating  expenses  are  still  less  than  the  percentages  appli¬ 
cable  in  the  Virginia  system  even  after  the  reduction 
by  one-half  of  the  increased  expenses  claimed  by  the  I 
company  in  the  Virginia  case,  and  that,  even  as  to  gross  j 
income,  the  percentage  in  the  instant  case  is  only  J 
slightly  higher  than  that  in  the  Virginia  case. 

j 

If,  instead  of  the  company’s  figures  for  increased  I 
expenses  pertaining  solely  to  the  gas  group,  the  overall  j 
claimed  increases  for  both  gas  and  electric  are  used,28 
the  percentage  of  increase  in  relation  to  combined  gas 
and  electric  figures  is  even  smaller.  Adding  the  $525,188 
figure  for  electric  to  the  $500,328  for  gas  gives  a  total  j 
claim  of  increased  expenses  for  electric  and  gas  of  j 
$1,025,516  or  1.70%  of  total  operating  revenues  of 
$60,147,594,  2.31%  of  total  operating  expenses  (operat¬ 
ing  revenue  deductions)  of  $44,411,809,  and  6.74%  of  j 
gross  income  of  $15,217,579  for  the  combined  electric 
and  gas  operations  of  the  Philadelphia  Company  system  j 
for  the  year  ended  December  31,  1946,  as  shown  by  the  I 
consolidated  statement  of  income  for  this  period  of 
Philadelphia  Company  and  subsidiaries  (not  including  j 
Pittsburgh  Railways  Company  and  subsidiaries  and  I 

2  8 We  see  no  possible  basis  for  considering  the  claimed  increase  of  j 
$98,093  in  expenses  for  the  transportation  system  in  connection  with  the 
question  of  what  economies  might  be  lost  upon  sesrregation  of  the  gas  j 
and  electric  systems. 
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other  street  railway  subsidiaries  of  Philadelphia  Com¬ 
pany) . 29 

We  think  it  clear  that  the  losses  in  economies  which 
may  be  considered  under  clause  (A)  are  limited  to  those 
directly  related  to  the  additional  system  sought  to  be 
retained.30  The  foregoing  computation  is  made,  how¬ 
ever,  merely  to  point  out  that  our  overall  conclusion 
with  respect  to  clause  (A)  would  not  be  affected  even 
if  we  were  to  consider  the  claimed  increased  expenses 
for  both  the  gas  and  electric  systems  since  the  compara¬ 
tive  relationship  of  the  total  claim  to  total  revenues, 
expenses  and  income  decreases  the  significance  of  the 
claimed  increases  even  further. 

We  conclude  that,  even  on  the  basis  of  the  com¬ 
pany’s  own  figures,  we  could  not  find  that  the  claimed 
increased  expenses  would  represent  a  loss  of  “substan¬ 
tial  economies”  within  the  meaning  of  clause  ( A ) . 

We  think  that  our  discussion  of  the  company’s 
failure  to  show  that  substantial  economies,  as  we  under¬ 
stand  the  meaning  of  that  term,  would  be  lost  upon 
segregation,  constitutes  in  itself  a  sufficient  basis  for 
our  holding  that  the  standard  of  clause  (A)  would  not 
be  met  and  that  the  gas  and  electric  systems,  must, 
therefore,  be  separated  from  the  common  control  of 
Philadelphia  Company.  However,  since  considerable  at¬ 
tention  has  been  directed  in  the  hearings,  briefs,  re¬ 
quested  findings  and  oral  argument  to  the  question 
whether  the  company’s  evidence  does  in  fact  support 


29We  have  used  the  figures  shown  in  the  consolidated  statement  of 
income  without  adjusting  for  any  items  that  might  not  be  applicable  to 
either  electric  or  gas  revenues;  for  purposes  of  the  comparisons  made  in 
the  text,  such  adjustments  are  unnecessary  since  any  such  items  would 
be  so  insignificant  as  to  make  virtually  no  difference  in  the  overall 
calculations. 

z0The  North  American  Company,  11  S.E.C.  194,  208  (1942),  aff’d 
sub.  nom.  North  American  Co.  v.  S.  E.  C.,  133  F.  2d  148  (C.C.A.  2d, 
1943),  327  U.  S.  686  (1946).  See  also  the  legislative  history  discussed 
supra,  page  13. 
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its  claim  that  the  increased  expenses  referred  to  would 
be  incurred  upon  segregation,  we  shall  consider  in  some 
detail  the  evidence  which  the  company  has  presented. 
To  the  extent  that  the  claim  is  not  supported,  our  con¬ 
clusion  with  respect  to  clause  (A)  of  course  follows 
a  fortiori. 

B.  The  Proof  of  Substantial  Economies 

As  has  been  indicated,  the  “substantial  economies” 
referred  to  in  clause  (A)  are  economies  which  may  be 
lost  by  the  additional  system  sought  to  be  retained  and 
not  by  the  holding  company  itself.  Philadelphia  Com¬ 
pany  has  not  sustained  the  burden  which  it  has  under 
the  statute31  of  demonstrating  by  “clear  and  convincing  j 
evidence”32  that  such  substantial  economies  would  be 
lost  were  retention  of  the  gas  system  not  permitted. 

In  presenting  their  case  respondents  limited  them-  j 
selves  to  a  consideration  of  what  the  effects  of  segre-  i 
gation  would  be  upon  the  administrative  organization  j 
of  Philadelphia  Company  known  as  its  General  Depart¬ 
ments.  The  company’s  case  was  based  on  the  theory 
that  segregation  would  lead  to  the  elimination  of  this  i 
administrative  organization  which  would,  in  turn,  re-  j 
suit  in  the  claimed  losses.  It  is  therefore  helpful  to  de-  j 
scribe  the  operation  of  the  General  Departments  before  ! 
analyzing  the  evidence. 

Management,  administrative  and  other  non-opera-  | 
tional  services  are  now  provided  for  Philadelphia  Com-  j 
pany  and  its  subsidiaries  through  the  operation  of 
Philadelphia  Company’s  General  Department  system.  | 
There  are  nine  General  Departments :  Accounting,  Ad- ! 
justment,  Advertising,  Law  and  Real  Estate,  Personnel, j 

I 

31 Columbia  Gas  and  Electric  Corporation,  ...  S.E.C.  ...  (1944), 
Holding  Company  Act  Release  No.  5455 ;  see  American  Gas  and  Electric  ! 
Company,  ...  S.E.C.  ...  (1945),  Holding  Company  Act  Release  No. : 
6333. 

82Cf.  Engineers  Public  Service  Company,  12  S.E.C.  41,  61  (1942). 
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Purchasing,  Secretary’s,  Telephone  and  Treasury.33  In 
addition,  there  are  certain  other  units  of  the  company 
which,  although  not  formally  called  General  Depart¬ 
ments,  do  in  fact  perform  similar  functions  for  the  com¬ 
panies  in  the  system  and  which,  for  all  practical  pur¬ 
poses,  may  be  viewed  as  additional  departments.  These 
units,  which  have  been  treated  as  additional  depart¬ 
ments,  are:  President’s,  Executive,  Stores,34  and  Retail 
Service  and  Rates.  The  total  number  of  employees  of  all 
of  these  departments  as  of  January  1,  1947,  was  more 
than  1400. 

These  departments  perform  services  for  all  of  the 
companies  in  the  Philadelphia  Company  system.35  Their 
operations  have  been  conducted  for  many  years  and, 
since  1913,  pursuant  to  a  so-called  oral  agreement  among 
the  companies  which  contemplated  the  allocation  of  the 
salaries  and  expenses  of  the  General  Departments 
among  the  companies  on  the  basis  of  work  actually 
performed  for  each  company  where  the  amount  of 
such  work  can  actually  be  determined,  or,  where  not 
so  determinable,  on  the  basis  of  the  gross  operating 
revenues  of  the  participating  companies.  The  actual 
practice,  however,  is  for  the  heads  of  the  departments 
to  submit  memoranda  annually  at  the  beginning  of  the 


33The  “Telephone  Department”  is  actually  a  department  of  Equi¬ 
table  Gas.  All  of  the  employees  of  this  department,  which  provides  tele¬ 
phonic  service  for  the  entire  system,  are  treated  for  payroll  purposes 
as  employees  of  Equitable. 

34It  was  stated  that  the  so-called  Stores  Department  is  the  general 
stores  department  of  Duquesne,  although  it  occasionally  performs  work 
“rather  limited  in  nature”  for  the  other  companies  in  the  Philadelphia 
Company  system.  Separate  storage  depots,  having  varying  degrees  of 
relationship  to  the  Stores  Department,  are  also  maintained  by  Pitts¬ 
burgh  W.  Va.,  Equitable,  Steam  Heating,  Equitable  Auto,  and  Pitts¬ 
burgh  Railways. 

35However,  not  every  department  serves  every  company.  Thus,  for 
instance,  only  the  Executive,  Accounting,  Law,  Secretary’s,  Personnel, 
Telephone  and  Treasury  Departments  do  work  for  Ky.  W.  Va.,  and 
none  of  the  attorneys  in  the  Law  Department  works  for  the  Trustees 
of  Pittsburgh  Railways. 


I 
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year  showing  the  basis  which  will  be  used  for  their 
departments  during  the  current  year.  Philadelphia  Com¬ 
pany  views  the  employees  of  the  General  Departments 
as  being  in  the  main  employees  of  each  of  the  com-  j 
panies  for  whom  they  perform  services  at  the  time  they 
perform  such  services.  Most  of  them  are  listed  on  a  j 
payroll  designated  “Philadelphia  Company  and  Sub¬ 
sidiary  Companies.” 

j 

In  addition  to  its  General  Department  system,  Phil-  j 
adelphia  Company,  through  Equitable  Auto  Company, 
a  registered  service  company  under  the  Act,  owns,  oper-  j 
ates,  leases,  maintains  and  supervises  the  use  of  auto-  i 
motive  equipment  ( including  motor  coaches )  for  Phila¬ 
delphia  Company  and  its  subsidiaries,  including  the 
Pittsburgh  Railways  system.  Equitable  Auto  has  ap¬ 
proximately  250  employees.  Since  the  company  study 
treated  the  services  performed  by  Equitable  Auto  as 
comparable  to  those  rendered  by  the  General  Depart-  j 
ments  for  purposes  of  determining  the  effects  of  segre-  j 
gation  upon  the  expenses  of  the  system,  we  hereinafter  ! 
use  the  term  “General  Department  Organization”  to  | 
include  not  only  the  services  performed  by  the  General  ! 
Departments  but  also  those  rendered  by  Equitable  Auto. 

Coffman's  Studies 

To  support  its  claim  that  segregation  of  the  gas  j 
system  would  result  in  the  loss  of  substantial  economies, 
Philadelphia  Company  relied  principally  on  certain  j 
studies  made  by  Paul  B.  Coffman,  the  president  of  j 
Standard  Research  Consultants,  Inc.,  a  management 
consultant  firm  associated  with  Standard  and  Poor’s 
Corporation.36  Coffman’s  qualifications  as  an  expert  to  j 
make  a  study  of  this  kind  are  based  largely  on  his 
academic  work  as  an  assistant  professor  at  the  Grad-  j 


3eThe  company  also  presented  testimony  by  Jay  Samuel  Hartt,  a 
utilities  analyst,  and  E.  C.  Stone,  a  retired  officer.  This  testimony  is 
discussed  below. 
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mate  School  of  Business  Administration  at  Harvard 
University  where  he  served  for  ten  years,  the  business 
consultive  services  he  rendered  during  that  time,  and 
his  experience  with  the  Standard  and  Poor  organization, 
with  which  he  has  been  connected  in  various  capacities 
since  1927.  He  described  Standard  Research  Consult¬ 
ants,  Inc.  as  “broadly  speaking,  an  industrial,  engineer¬ 
ing  and  management  consultant  firm.”  Coffman  testified 
that  he  has  personally  done  considerable  valuation  and 
appraisal  work,  has  made  operating  efficiency  studies 
for  various  companies,  and  has  made  studies  of  public 
utilities  in  connection  with  the  determination  of  a  fair 
rate  of  return,  a  rate  base  and  investment  value,  and 
has  worked  on  the  properties  of  a  number  of  such 
utilities.  He  has  frequently  testified  before  the  Federal 
Power  Commission  and  before  this  Commission.  How¬ 
ever,  Coffman  is  not  an  engineer,  and  has  never  partici¬ 
pated  in  the  operations  of  a  public  utility  company,  nor 
is  there  anything  in  the  record  to  suggest  that  he  has 
ever  had  any  operating  experience  in  the  utility  busi¬ 
ness,  or,  for  that  matter,  that  he  has  ever  participated 
in  the  operations  of  any  companies  other  than  those 
associated  with  Standard  and  Poor’s. 

Coffman  testified  that  he  was  retained  “some  time 
in  the  early  part  of  January  1947”  “to  make  an  investi¬ 
gation  of  the  Philadelphia  Company  and  its  various 
subsidiary  companies  with  a  view  to  determining  what 
the  loss  of  efficiencies  or  economies  might  be  if  the 
companies  were  separated.”  Immediately  after  being 
retained,  Coffman  visited  Pittsburgh  and  the  field  in¬ 
vestigation  was  actively  begun  approximately  two  weeks 
later.  In  the  third  week  of  January,  Coffman  left  the 
United  States  for  Japan,  where  he  was  a  member  of  a 
committee  reviewing  the  reparations  program,  and  he 
did  not  return  from  Japan  until  the  first  week  in  March. 
During  this  interval,  members  of  Coffman’s  staff  were 
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conducting  the  field  studies  in  Pittsburgh.  Upon  his 
return,  he  “reviewed  the  progress  of  the  work  to  that  j 
date,”  and  made  a  trip  to  Pittsburgh  with  one  of  his  j 
associates  “to  discuss  that  work  and  inquire  as  to  the  j 
progress  made  so  far  as  extracting  the  data  that  I 
needed  was  concerned  to  proceed  to  the  end  of  the  in-  j 
vestigation.”  He  later  made  “several  trips”  to  Pitts-  j 
burgh  “for  the  same  purpose”  and  for  “a  good  part  of 
this  time”  he  had  “a  good  many  men”  in  Pittsburgh; 
obtaining  the  data  from  the  company's  books  and  rec-  i 
ords.  Coffman  testified  that  after  March  6,  1947,  he 
devoted  “practically  full  time”  to  the  investigation  in-  j 
eluding  “a  lot  of”  Saturdays,  Sundays,  evenings  and! 
overtime.  He  stated  that  he  had  about  eight  men  work¬ 
ing  under  his  direction  on  the  study. 

i 

Coffman  began  his  testimony  on  May  13,  or  approx¬ 
imately  two  months  after  the  time  he  returned  from 
Japan  and  began  devoting  “practically  full  time”  to 
the  study. 

The  overall  conclusions  reached  in  Coffman's  studies 
as  to  the  increased  expenses  which  would  be  incurred 
on  segregation  are  shown  in  the  following  tables.  Coff¬ 
man  in  his  computations  set  up  four  groups  of  com* 
panies:  electric,  gas,  and  transportation  groups,  and 
an  “auxiliary  group”  consisting  of  Equitable  Real  Es¬ 
tate  Company.  He  assumed  that  after  segregation  the 
electric  group  would  consist  of  Duquesne,  Steam  Heat¬ 
ing,  and  Cheswick  &  Harmar;  that  Equitable,  Pitts¬ 
burgh  W.  Va.,  Ky.  W.  Va.,  Philadelphia  Oil,  and  Finley- 
ville  would  constitute  the  gas  group;  and  that  Pitts¬ 
burgh  Railways  and  its  underlier  companies  and  Motor 
Coach  would  comprise  the  transportation  group.  He  also 
assumed  that  after  segregation  Philadelphia  Company 
would  continue  in  existence  as  a  holding  company  over 
the  electric  group  and  Equitable  Real  Estate.  j 
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Table  VII  presents  a  summary  of  Coffman’s  over 
all  conclusions : 

TABLE  VII 

Claimed 

Claimed  Increase  in 
Expenses  on  Expenses  on  Expenses 


Present  Segregated  Due  to 

Group  Basis  Basis  Segregation 

Electric  .  $4,288,385  $4,813,573  $  525,188 

Gas  .  2,057,531  2,557,859  500,328 

Transportation  ....  1,597,496  1,695,589  98,093 

Auxiliary .  43,473  36,720  (6,753) 

Philadelphia 

Company  .  416,952  390,697  (26,255) 

Total  .  $8, 403,839  $9,494,437  $1,090,598 


The  claimed  increases  in  the  annual  operating  ex¬ 
penses  in  the  electric,  gas  and  transportation  groups 
are  made  up  of  the  following  items : 


TABLE  VIII 

Trans- 

Electric  Gas  portation 

Group  Group  Group  Total 

Payroll  .  $377,526  $367,058  $84,542  $  829,126 

Social  Security, 
annuity,  insur¬ 
ance  &  hospital¬ 
ization  .  22,527  21,816  5,255  49,598 

Space  rental  .  61,312  40,358  4,919  106,589 

“Other  expenses”  63,823  71,096  3,377  138,296 

Total  .  $525,188  $500,328  $98,093  $1,123,609 


Table  IX  shows  the  increases  in  personnel  esti¬ 
mated  by  Coffman  as  resulting  from  segregation: 


Segregated  Basis 

Present  - 

Dept.  Basis  Electrio  Transporta-  Real  Phila.  Inorease 

_ Group  Gas  Gp  tion  Gp  Est _ Co.  Total _ 
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In  making  his  studies  Coffman  first  calculated  an 
estimated  1947  annual  payroll  for  the  General  Depart¬ 
ments  and  Equitable  Auto  based  on  the  actual  January 
1947  payroll  figures.  He  then  determined  what  portion 
of  his  estimated  1947  payroll  was  allocable  to  each 
group  of  companies  on  the  basis  of  the  actual  percentage 
allocations  made  in  January  1947.  The  expenses  of  Equi¬ 
table  Auto  were  allocated  among  the  different  com¬ 
panies  on  the  same  basis  as  is  now  utilized  for  appor¬ 
tioning  its  expenses  within  the  system. 

Coffman  then  estimated  the  number  of  employees 
by  job  classification  required  in  each  group  after  segre¬ 
gation  to  perform  the  work  presently  being  done  for 
the  companies  comprising  that  group  by  the  General 
Departments  and  Equitable  Auto,  and  computed  an¬ 
nual  payroll  costs  for  such  work  based  on  his  estimated 
1947  annual  payroll.  The  estimated  payroll  increase  for 
each  group  was  next  calculated  by  comparing  such 
estimated  annual  payroll  after  segregation  with  the 
estimated  1947  payroll.  To  this  figure  Coffman  added 
his  estimate  of  increased  expenses  for  each  group  of 
companies  for  social  security,  annuity,  insurance  and 
hospitalization  payments,  rental  costs  and  “other  ex¬ 
penses”37  to  obtain  his  overall  estimate  of  increased 
expenses  on  segregation. 

A  careful  examination  of  the  record  makes  it  clear 
that  there  are  basic  defects  in  Coffman’s  study  which 
are  so  substantial  as  to  entitle  it  to  little  probative 
weight  on  the  question  of  the  loss  of  substantial  econo¬ 
mies.  Accordingly  we  have  concluded  that  this  study  is 
not  sufficient  to  support  the  estimated  increase  in  ex¬ 
penses  which  it  is  claimed  will  result  from  segregation 


37These  “other  expenses”  included  such  items  as  general  office 
employees,  stationery  and  printing,  office  furniture  and  equipment,  office 
supplies  and  expenses,  and  miscellaneous  supplies. 
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or  to  sustain  the  company’s  burden  of  proof  under 
clause  (A). 

The  defects  in  Coffman’s  study  may  be  summarized 
as  follows: 

(a)  Coffman’s  lack  of  qualifications  to  make  a 
study  of  this  type,  the  inadequacy  of  his  methods,  and 
his  general  unfamiliarity  with  the  details  of  his  work. 

(b)  Coffman’s  failure  to  make  a  study  of  what  the 
effects  of  segregation  would  be  on  an  overall  system- 
wide  basis  as  against  his  procedure  of  considering 
only  the  effects  resulting  from  elimination  of  the  Gen¬ 
eral  Department  Organization. 

(c)  The  perpetuation  of  the  present  General  De¬ 
partment  Organization  upon  the  groups  of  companies, 
resulting  in  the  retention  of  present  personnel  and  sal¬ 
ary  levels. 

(d)  The  acceptance  of  Philadelphia  Company’s 
present  method  of  allocating  expenses  of  the  General 
Departments  among  the  companies  in  the  system  with¬ 
out  testing  the  reasonableness  or  accuracy  of  such  allo¬ 
cations. 

(e)  Coffman’s  failure  to  make  an  independent  ex¬ 
amination  of  what  the  rental  space  requirements  and 
costs  would  be  for  the  companies  after  segregation. 

(f)  Coffman’s  assumption  that  upon  segregation 
Philadelphia  Company  would  continue  as  a  holding  com¬ 
pany  over  the  electric  group  and  the  real  estate  com¬ 
pany. 

(a)  Coffman’s  Lack  of  Qualifications  to  Make  This 
Study,  the  Inadequacy  of  his  Methods,  and  his  Unfa¬ 
miliarity  with  the  Details  of  his  Work — While  Coffman 
appears  to  be  an  acknowledged  expert  in  the  field  of 
management  efficiency  studies,  there  is  nothing  in  the 
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record  to  qualify  him  as  an  expert  in  public  utility  oper¬ 
ations  and  economies  sufficiently  to  enable  us  to  place 
complete  reliance  on  his  judgment  as  an  expert  in  the 
matters  on  which  he  testified.  Whatever  knowledge  he 
may  have  of  the  utility  business  appears  to  have  been 
gained  almost  entirely  in  the  course  of  making  valua¬ 
tion,  rate  and  efficiency  studies;  he  was  not  shown  to 
possess  the  intimate  knowledge  of  actual  utility  opera¬ 
tions  which  would  seem  to  be  a  basic  qualification  for 
rendering  an  expert  judgment  on  matters  such  as  are 
here  involved.  Under  such  circumstances  it  is  particu¬ 
larly  necessary  that  we  go  beyond  his  opinions  to  ex¬ 
amine  the  ultimate  facts  upon  which  those  opinions 
were  based. 

The  record  is  barren,  however,  of  sufficient  evi¬ 
dence  upon  which  we  can  ascertain  the  basis  of  these 
opinions  and  test  their  reliability.  The  record  discloses 
that  Coffman's  “judgment”  “as  to  what  the  require¬ 
ments  would  be  for  the  personnel  involved  to  operate 
these  companies  by  groups,  once  segregated”  was  based 
not  upon  his  own  examination  of  the  actual  operations 
and  workload  of  the  companies,  but  mainly  on  the 
figures  which  were  furnished  to  him  by  his  subordi¬ 
nates  who  made  the  actual  field  studies.  Without  an 
opportunity  to  cross-examine  the  individuals  who  ob¬ 
tained  these  basic  data  or  from  whom  such  data  were 
obtained,  it  is  often  impossible  to  ascertain  the  basis 
upon  which  the  judgments  were  made.  Although  Coff¬ 
man  testified  that  he  “considered  many  factors”  in 
determining  the  number  of  employees  that  would  be 
required  and  the  expenses  that  would  be  incurred  on 
segregation,  he  was  unable  to  discuss  the  application 
of  these  factors  in  sufficient  detail  to  enable  us  to  deter¬ 
mine  their  significance.  As  we  point  out  subsequently, 
when  we  discuss  certain  illustrative  examples  from 
Coffman’s  studies,  he  was  unable  to  provide  any  ade- 
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quate  factual  basis  for  many  of  his  conclusions,  and  j 
was  ultimately  forced  to  fall  back  on  reference  to  his  j 
conclusions  as  being  based  merely  on  his  “judgment.”  ! 
Because  of  his  inability  to  present  the  basic  data  upon  j 
which  he  relied,  or  to  explain  satisfactorily  and  in  suffi-  j 
cient  detail  the  factors  upon  which  he  reached  his  con¬ 
clusions,  his  lack  of  qualifications  to  make  a  study  of  j 
this  type  becomes  particularly  significant.  j 

Coffman’s  discussions  with  the  operating  heads  of  j 
the  departments  cannot  be  deemed  an  adequate  sub¬ 
stitute  for  first-hand  inspection  of  actual  operations, 
particularly  in  view  of  his  unfamiliarity  with  the  prob-  j 
lems  of  utility  operations.  As  a  matter  of  fact,  he  spent  j 
only  a  comparatively  brief  period  at  the  Pittsburgh  j 
offices  of  the  company,  and  it  would  obviously  have  been  I 
impossible  for  him  during  that  time  to  have  acquired  ! 
the  detailed  information  of  the  company’s  actual  opera- ! 
tions  which  would  be  basic  to  any  valid  study  of  thej 
problem  assigned  to  him. 

Moreover,  despite  the  fact  that  Coffman  testified! 
after  a  period  of  a  few  months  during  which,  by  his 
own  testimony,  he  devoted  “practically  full  time”  to  the 
work,  he  showed  a  striking  lack  of  familiarity  with  the 
details  of  his  study  even  during  his  direct  examination. 
In  addition,  Coffman  was  subjected  to  a  thorough  cross- 
examination  covering  virtually  every  phase  of  his 
work.  His  answers  on  cross-examination  were  not  such 
as  to  indicate  a  basis  for  his  conclusions  adequate  to 
support  them.  In  fact,  there  is  little  in  the  entire  record 
which  we  can  look  to  for  aid  in  testing  the  reasonable¬ 
ness  of  his  conclusions,  since,  as  we  have  indicated,  iri 
the  final  analysis  he  usually  rested  his  conclusion  on 
the  statement  that  it  was  based  upon  his  “judgment” 
or  “opinion”  without  being  able  to  provide  the  ultimate 
facts  upon  which  that  judgment  or  opinion  was  basecL 
This  cannot  be  dismissed,  as  the  company  seeks  to  do, 
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by  referring  to  Coffman’s  cross-examination  as  merely 
“devoted  to  testing  Coffman’s  recollection  regarding 
the  countless  details  necessarily  involved  in  his  study.” 
While  some  unfamiliarity  with  the  minute  details  of  a 
study  of  this  magnitude  would  be  understandable,  Coff¬ 
man’s  repeated  “I  don’t  know,”  “I  can’t  tell  you,”  “I 
will  have  to  refresh  my  recollection  on  that”  and  simi¬ 
lar  phrases  of  unfamiliarity  were  so  frequently  the 
only  answers  to  the  questions  asked  as  to  raise  serious 
doubts  as  to  whether  his  knowledge  of  the  basic  ma¬ 
terial  was  ever  sufficient  to  permit  him  to  reach  an  in¬ 
formed  judgment  on  the  matters  as  to  which  he  was 
tendered  as  an  expert. 

A  major  purpose  of  the  cross-examination  was  to 
test  Coffman’s  familiarity  with  his  subject  and  thus 
the  general  reliability  of  his  judgments  and  opinions. 
The  conclusions  to  be  drawn  in  this  respect  are  not 
affected  by  the  fact  that  during  the  two-week  recess 
f  ollowing  completion  of  his  cross-examination  he  made 
further  studies  and  was  able,  on  redirect  examination, 
to  answer  many  of  the  detailed  questions  as  to  which 
he  had  theretofore  appeared  uninformed.  The  informa¬ 
tion  which  he  thus  obtained  was  of  a  type  that  any 
person  in  similar  circumstances  could  have  acquired 
by  study  of  company  records  and  discussions  with 
company  officials.  There  was  no  showing  that  Coffman 
merely  refreshed  his  recollection  as  to  the  details  from 
notes  which  he  already  had  prepared.  Moreover,  even 
this  redirect  examination  did  not  provide  the  specific 
bases  upon  which  he  rested  his  “judgments,”  but  was 
limited  to  answering  the  questions  which  had  been 
asked  initially  merely  to  test  the  nature  and  scope  of 
his  preparation  and  knowledge.  Under  the  circum¬ 
stances,  the  offer  of  company  counsel  that  Coffman 
would,  if  given  sufficient  time,  answer  every  question 
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that  had  been  asked  him  is  not  material  to  the  point 
here  in  issue.38 

(b)  The  Basic  Fallacy — the  Failure  to  make  a  Sys¬ 
tem-Wide  Analysis — Not  only  are  Coffman’s  conclu-  j 
sions  thus  subject  to  substantial  doubt  because  of  his  ; 
lack  of  qualifications  and  his  failure  to  furnish  the  basic 
data  upon  which  his  conclusions  rest,  but  an  analysis  j 
of  his  methods  and  procedures  compels  the  conclusion 
that  he  cannot  be  considered  as  having  made  any  valid  | 
study  of  “loss  of  economies”  at  all.  As  previously  noted, 
Coffman  in  his  studies  merely  endeavored  to  determine 
what  additional  costs  would  be  incurred  upon  segrega-  j 
tion  if  the  present  General  Department  system  and 
Equitable  Auto  were  terminated  and  all  of  their  present 
functions  were  performed  by  the  separate  groups  of 
companies.  He  stated  several  times  that  he  made  no 
efficiency  studies  of  the  present  companies  on  the  oper¬ 
ating  level  nor  did  he  attempt  to  ascertain  to  what  ex¬ 
tent,  if  any,  the  functions  now  performed  by  the  Gen- ; 
eral  Department  Organization  could  be  eliminated,  j 
curtailed  or  taken  over  in  whole  or  in  part  by  the  per¬ 
sonnel  presently  employed  by  the  operating  companies. 
In  our  opinion,  the  failure  to  make  such  a  study  consti- j 
tutes  a  serious  and,  when  Coffman’s  actual  procedure; 
in  determining  the  additional  personnel  estimated  to 
be  required  upon  segregation  is  considered,  a  fatal  de¬ 
fect  in  his  entire  approach  to  the  problem. 

We  are  not  here  concerned  with  the  justification 
for  Coffman’s  methods — he  frequently  stated  that  he; 
did  not  make  any  efficiency  studies  because  that  was 
not  his  assignment — but  with  the  question  whether 

i  88It  should  be  noted  that  during  the  cross-examination  of  Coffman 

many  instances  were  developed  where  it  appeared  that  his  figures  in¬ 
volved  errors  in  computation  and  required  revision.  Despite  this  fact 
no  endeavor  was  made  to  correct  the  exhibits  and  respondents  have 
relied  upon  Coffman’s  original  figures  in  their  briefs  and  arguments. 
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the  methods  he  actually  used  justify  reliance  on  his 
conclusions.  We  cannot  find  that  they  do. 

To  have  any  real  validity,  a  study  of  “loss  of  econo¬ 
mies”  would  have  to  consider  the  entire  overall  opera¬ 
tions  of  the  system,  and  not  be  limited  to  the  effect  of 
segregation  only  on  the  General  Department  Organiza¬ 
tion.  A  proper  study  would  entail  an  examination  of  the 
entire  situation  both  before  and  after  segregation,  in¬ 
cluding  a  determination  of  what  present  expenses 
might  be  eliminated  or  reduced  on  segregation  by  com¬ 
bining  functions  now  performed  by  the  General  Depart¬ 
ment  Organization  with  those  presently  performed  by 
the  operating  companies  themselves.39  The  type  of 
study  made  by  Coffman,  based  as  it  was  on  the  assump¬ 
tion  that  all  functions  presently  performed  by  the  Gen¬ 
eral  Department  Organization  would  have  to  be  dupli¬ 
cated  in  toto  in  the  separate  groups  on  segregation, 
without  consideration  of  any  combinations  of  opera¬ 
tions,  changes  of  organization,  or  absorption  of  func¬ 
tions,  cannot  provide  a  realistic  appraisal  of  what  the 
situation  would  be  on  segregation.  Any  such  study 
should  not  only  take  into  account  any  losses  which 
might  occur  on  segregation  but  also  any  offsetting 
gains  which  might  be  realized.  The  most  obvious  ex¬ 
ample  of  applying  this  principle  is  the  necessity  for 


S9Coffman  suggested  that  an  examination  of  operating  efficiencies 
was  not  relevant  to  his  study  because  a  study  of  whether  the  system's 
operations  might  be  conducted  more  efficiently  could  be  made  apart 
from  any  consideration  of  the  effect  of  segregation.  That  is,  of  course, 
true  but  misses  the  point.  The  relevant  issue  here  is  the  net  effect  on 
the  operations  of  the  gas  system  which  will  follow  if  it  is  separated 
from  the  electric  system.  While  it  is  proper  in  that  connection  to  con¬ 
sider  the  detrimental  aspects  of  such  separation,  it  is  just  as  im¬ 
portant,  in  arriving  at  the  total  picture,  to  consider  what  savings  and 
benefits  can  be  effected  by  reason  of  such  separation.  And  the  ascer¬ 
tainment  of  such  savings  and  benefits  must  include  a  careful  study  of 
operations  to  determine  the  efficiencies  which  can  be  achieved  after 
segregation  by  combining  the  functions  previously  performed  by  the 
General  Departments  with  those  performed  by  the  operating  com¬ 
panies. 
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considering  whether  upon  segregation  Philadelphia 
Company  would  continue  in  existence  or  would  be 
eliminated  with  a  consequent  saving  in  expense.  Coff¬ 
man’s  failure  to  consider  this  question  is  discussed 
below. 

An  instance  of  the  potential  inaccuracies  inherent 
in  Coffman’s  failure  to  consider  whether  the  employees 
on  the  sub-holding  and  operating  company  levels  could 
on  segregation,  based  on  their  present  workload  and 
qualifications,  take  over  some  of  the  work  now  being 
done  by  the  General  Departments,  is  seen  in  his  treat* 
ment  of  the  real  estate  manager  of  the  gas  group. 
Coffman  assigned  a  man  for  the  gas  group  at  an  annual 
salary  of  $6,600  who  “will  serve  on  matters  pertaining 
to  real  estate  that  are  involved  in  the  work  done  by 
the  gas  group.”  Among  the  functions  which  Coffman 
listed  for  this  man  was  that  involving  the  purchase  of 
real  estate,  which  he  described  as  “whatever  property 
may  be  needed  for  the  operations  of  the  gas  group, 
which  will  be  similar  to  that  which  has  been  done  in 
the  past  for  whatever  is  needed.”  Coffman  further  testi¬ 
fied  that  a  land  agent  is  now  employed  by  Equitable. 
Asked  how  the  functions  of  the  land  agent  differ  from 
those  attributed  by  him  to  the  real  estate  manager  in 
segregation,  Coffman  replied  “Well  I  can’t  find  that  in 
my  notes  just  at  the  moment.”  In  the  same  connection, 
Coffman  was  unable  to  describe  the  specific  items  of 
work  that  were  done  by  the  real  estate  division  of  the 
Law  and  Real  Estate  Department  for  the  gas  group  in 
either  1946  or  January  1947 ;  when  asked  this  question, 
the  only  reply  he  could  give  was  to  read  the  general 
descriptive  material  on  the  functions  of  this  division. 
He  also  stated  that  another  land  agent  is  employed  by 
Pittsburgh  W.  Va.  and  that  some  of  its  engineering 
personnel  performed  some  functions  in  connection  witjh 
rights  of  way.  He  could  not  explain  the  relationship  be¬ 
tween  the  work  now  being  performed  by  such  engineer- 
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ing  personnel  in  connection  with  rights  of  way  and  that 
assumed  for  the  real  estate  manager  in  segregation. 

It  is  apparent  that  without  making  a  careful  study 
of  the  work  presently  being  performed  by  the  land 
agents  and  the  engineering  personnel  of  the  operating 
companies,  Coffman  could  not  make  an  accurate  ap¬ 
praisal  of  what  specific  work  would  be  required  of  his 
proposed  real  estate  manager.  On  the  basis  of  his  own 
testimony  he  has  not,  therefore,  justified  the  existence 
of  this  position  upon  segregation. 

Coffman  also  testified  that  he  treated  certain 
present  items  of  expense  of  Philadelphia  Company  as 
not  affected  by  segregation  because  he  was  confining 
his  attention  to  the  General  Department  Organization. 
However,  whether  such  items  would  in  fact  be  affected 
or  not  would  frequently  depend  upon  the  situation  in 
the  General  Departments  on  segregation,  and  his  fail¬ 
ure  to  consider  this  interrelation  constitutes  another 
instance  of  the  inaccuracies  in  his  study.  For  example, 
among  the  expenses  of  Philadelphia  Company  which  he 
treated  as  not  affected  by  segregation  was  “truck  hire,,, 
the  details  of  which  he  could  not  “recall  .  .  .  specifi¬ 
cally.”  If,  as  appears  to  be  the  fact,  this  item  represents 
the  hiring  of  trucks  for  the  use  of  various  companies 
in  the  system  when  needed  to  supplement  the  present 
supply  of  automotive  equipment,  it  is  difficult  to  justify 
the  claim  that  this  item  would  not  be  affected  on  segre¬ 
gation.  Since  Coffman  stated  that  the  calculations  in 
his  study  provided  the  companies  with  sufficient  addi¬ 
tional  automotive  equipment  of  their  own  “to  take 
care  of  the  situation  under  segregation”  and  in  the 
light  of  this  increased  amount  of  automotive  equip¬ 
ment,  an  accurate  appraisal  of  the  situation  at  the  very 
least  would  require  consideration  of  the  necessity  for 
a  continuation  of  the  Philadelphia  Company  expense 
item  for  “truck  hire.”  Coffman  was  unable  to  justify 
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the  need  for  continued  “truck  hire”  expense  on  segre¬ 
gation;  his  only  explanation  for  not  taking  it  into  con-  j 
sideration  in  his  calculations  was  that  “it  wouldn’t  af¬ 
fect  the  study  because  I  haven’t  considered  those  fac¬ 
tors  in  the  study.” 

The  foregoing  items  are,  of  course,  of  only  minor 
significance  when  taken  in  and  of  themselves,  but  an 
analysis  of  the  record  indicates  that  they  are  illustra¬ 
tive  of  the  procedure  followed  by  Coffman  throughout 
his  entire  study  and  of  the  basic  defects  in  the  study 
and  its  conclusions. 

(c)  The  Perpetuation  of  the  Present  General  Depart -  ; 
ment  Organization  —  Even  if  we  were  to  accept  re¬ 
spondents’  premise  that  all  that  was  required  was 
an  examination  of  the  effect  of  segregation  upon  the 
General  Department  Organization,  the  record  still  j 
would  not  support  a  finding  that  Coffman  in  his  study  | 
made  an  accurate  determination  of  the  number  of  in-  j 
dividuals  who  would  be  needed  upon  segregation  to 
perform  the  functions  presently  conducted  by  the  Gen¬ 
eral  Department  Organization  or  the  salaries  which 
such  individuals  would  command.  Although  Coffman 
purported  to  make  such  a  study,  his  testimony  on 
cross-examination  compels  the  conclusion  that  his 
analysis  involved  nothing  more  or  less  than  an  endeavor 
to  perpetuate  the  present  General  Department  Organi-  j 
zation,  in  new  form  but  with  the  same  scope,  size  and  j 
methods  of  operation,  upon  the  various  groups  after  i 
segregation  and  thereafter  to  add  such  new  and  addi¬ 
tional  positions  as  in  his  “judgment”  appeared  to  be  ; 
required. 

Thus,  in  many  instances,  Coffman’s  studies  show 
that,  in  considering  the  employees  which  would  be  re¬ 
quired  on  segregation,  he  created  positions  in  each  of 
the  groups  the  duties  and  salaries  of  which  he  was 
unable  to  justify  upon  the  basis  of  any  facts  he  could  | 
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give.  In  such  cases  he  was  forced  to  fall  back  on  the 
answer  that  it  was  his  “judgment”  that  these  personnel 
at  the  stated  salaries  would  be  required  on  segregation. 
But  when  his  underlying  work  papers  are  studied,  it 
becomes  clear  that  these  positions  merely  represent 
those  of  persons  presently  working  in  the  General  De¬ 
partment  Organization  who  have  been  carried  over 
on  segregation  at  either  an  identical,  or  in  some  in¬ 
stances  an  increased  salary,  and  that  the  primary  moti¬ 
vation  for  setting  up  these  positions  and  the  salaries 
listed  was  to  carry  over  the  existing  personnel. 

For  instance,  Philadelphia  Company  presently  has 
in  the  controller’s  division  of  the  Accounting  Depart¬ 
ment  a  controller  at  an  annual  salary  of  $16,500,  an 
assistant  controller  at  $12,000,  and  a  special  accountant 
at  $9,300.  Upon  segregation,  Coffman  provides  for  a 
controller  of  the  electric  group  at  an  annual  salary  of 
$16,500,  a  controller  of  the  gas  group  at  $12,000,  and 
a  man  with  the  title  and  having  the  functions  of  con¬ 
troller  in  the  transportation  group  at  $9,300. 

Coffman’s  own  testimony  itself  indicates  that  this 
procedure  was  followed  in  an  attempt  to  carry  over  in 
segregation  the  positions  of  these  three  persons.  He 
stated  that  the  individual  filling  the  position  of  con¬ 
troller  of  the  gas  group  might  or  might  not  be  the 
person  presently  serving  as  assistant  controller  of  Phila¬ 
delphia  Company,  but  that,  in  either  case,  an  individual 
capable  of  performing  the  job  would  command  a  $12,000 
salary,  the  identical  sum  now  received  by  the  assistant 
controller.  When  he  was  asked  to  explain  the  difference 
in  proposed  salaries  between  the  proposed  controllers 
for  the  electric  and  gas  groups,  he  could  only  answer 
that  there  was  “considerable  difference”  between  the  re¬ 
quirements  of  the  two  positions,  because  in  the  electric 
group  “the  contribution  to  revenue  is  considerably 
greater  than  the  contribution  made  by  the  gas  group” ; 
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and  that  the  post  of  controller  in  the  gas  group  would 
have  to  be  filled  because  that  position  does  not  exist  at  j 
present.  No  other  reason  justifying  the  salary  differen¬ 
tial  was  offered  except  that  it  was  his  “judgment”  that 
a  man  qualified  to  fill  the  position  would  receive 
$12,000.  His  justification  of  the  difference  between  the 
$9,300  salary  proposed  to  be  paid  to  the  controller  of 
the  transportation  group  and  the  $12,000  figure  for  the  ; 
gas  group  controller  on  the  ground  that  “the  work  done 
by  the  controller  will  be  broader  in  the  gas  group  by  | 
virtue  of  the  fact  that  there  are  no  trustees  dictating  j 
policy,  whereas  in  the  transportation  group,  as  long  | 
as  it  remains  in  the  trustees,  the  work  will  be  pretty  ! 
well  cut  and  dried”  appears  equally  inadequate.40 

This  perpetuation  of  present  personnel  is  also  seen  j 
in  the  lower  echelons  of  the  controller’s  division.  Thus  j 
the  present  general  auditor  moves  over  to  the  electric  j 
group  at  his  present  salary  of  $9,000,  the  office  assist-  | 
ant  to  the  controller  remains  with  Philadelphia  Com-  ! 
pany,  where  it  is  proposed  that  he  will  fill  the  position  j 
of  accountant  at  his  $5,940  salary,  and  the  general 
utility  clerk  and  the  controller’s  secretary  remain  with  j 
the  electric  group  at  the  present  salaries  of  $3,457  and 
$2,941,  respectively.  Coffman  provides  additional  posi¬ 
tions  upon  segregation  as  follows:  one  general  auditor 
for  the  gas  group  at  $8,280,  and  for  the  transportation  j 

*°Coffman  also  stated  that  the  reorganization  court  might  not  ap¬ 
prove  a  higher  figure  for  the  controller  of  the  transportation  group.  In  ! 
this  connection,  it  should  be  noted  that  his  entire  treatment  of  the  j 
transportation  properties  unjustifiably  assumes  an  indefinite  perpetua-  j 
tion  of  the  trustees’  operation  of  the  properties. 

A  like  approach  to  that  employed  for  the  controller’s  division  is 
seen  in  Coffman’s  treatment  of  the  Treasury  Department.  Philadelphia  j 
Company  presently  has  a  treasurer  at  $19,000  and  three  assistant 
treasurers  at  $9,600,  $9,000  and  $7,700.  On  segregation,  the  treasurer  ! 
is  carried  over  to  the  electric  group  at  his  current  salary,  the  first 
two  assistant  treasurers  are  carried  over  as  treasurers  of  the  gas  and  j 
transportation  groups  with  salary  increases  to  $12,000  and  $10,800, 1 
respectively,  and  the  third  assistant  treasurer  is  assigned  as  treasurer 
of  Philadelphia  Company  at  his  present  $7,700  salary. 
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group  at  $6,480,  and  an  additional  “secretary  to  con¬ 
troller”  at  $2,260  for  the  gas  and  transportation  groups, 
or  a  total  of  four  additional  employees  on  segregation 
at  a  total  increase  of  $19,280.  Coffman’s  study  indicates 
that  two  present  employees  of  other  divisions  of  the 
Accounting  Department  would  fill  the  new  positions  of 
general  auditor  for  the  gas  group  and  general  auditor 
for  the  transportation  group.41  Thus  not  only  does 
Coffman  duplicate  all  the  present  personnel  of  the  con¬ 
troller’s  division  of  the  Accounting  Department  but  he 
is  also  able  to  “place”  two  additional  employees  from 
other  divisions  of  this  Department. 

Another  example  is  found  in  the  treatment  of  the 
Personnel  Department  which  presently  has  a  director 
at  an  annual  salary  of  $15,200  and  an  assistant  director 
at  $10,500.  On  segregation  Coffman  sets  up  a  personnel 
director  for  the  electric  group  at  $15,200  and  for  the 
transportation  group  at  $10,500.  Coffman  was  ques¬ 
tioned  at  length  as  to  the  reasons  for  this  salary  dif¬ 
ference  in  view  of  the  fact  that  on  segregation  he 
proposed  an  electric  group  with  4967  employees  and 
a  transportation  group  with  4259.  He  testified  that 
there  was  a  “considerable  difference”  between  the  char¬ 
acter  of  the  work  which  would  be  done  by  the  two 
individuals  which  justified  the  difference  in  salary;  and 


41On  Coffman’s  worksheet  the  position  of  general  auditor  for  the 
gas  group  contains  after  it  the  notation  “from  payroll.”  His  work¬ 
sheet  for  the  payroll  division  of  the  Accounting  Department  shows  that 
the  auditor  of  this  division  is  transferred  on  segregation  “to  general 
auditor — gas  division”  at  the  same  salary. 

On  Coffman’s  worksheet  the  position  of  general  auditor  for  the 
transportation  group  contains  after  it  tne  notation  “from  disburse¬ 
ments.”  His  worksheet  for  the  disbursements  division  of  the  Account¬ 
ing  Department  shows  that  an  “auditor  of  disbursement”  is  trans¬ 
ferred  “to  general  auditor-transportation.”  Another  present  auditor  of 
disbursement  at  $5,580  is  transferred  “to  payroll-gas.”  The  remaining 
three  top  personnel  in  the  disbursement  division  are  then  placed  in 
charge  of  the  disbursement  division  of  the  segregated  electric,  gas 
and  transportation  groups,  respectively. 
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that  there  was  a  difference  in  the  type  of  person  to  j 
be  hired  by  the  two  groups,  the  majority  of  transpor-  j 
tation  employees  not  being  in  skilled  jobs  “to  the  same  | 
degree”  as  the  electric  workers,  but  he  could  not  state  j 
how  many  jobs  designated  by  him  as  highly  skilled  j 
would  exist  on  segregation  in  each  of  the  groups.  He ! 
also  sought  to  rely  on  what  he  asserted  would  be  a 
“loss  of  flexibility”  which  would  arise  upon  segregation  j 
because  the  total  number  of  individuals  available  to 
do  personnel  work  would  be  reduced.  He  ultimately 
rested  his  conclusion  on  the  fact  that,  taking  into  ac¬ 
count  “many  factors,”  it  was  his  “judgment”  that  thej 
figures  listed  represented  the  appropriate  salary  levels,  j 

In  addition  to  the  practice  of  carrying  over  super- j 
visory  personnel  without  substantial  change,  Coffman’s 
studies  also  indicate  a  similar  procedure  among  em¬ 
ployees  in  the  lower  brackets.  Many  such  positions  now 
in  Philadelphia  Company  are  carried  over  to  the  groups 
on  segregation  with  no  real  basis  shown  for  their  con¬ 
tinued  existence,  or  for  the  discrimination  shown  be¬ 
tween  the  group  to  which  such  persons  are  assigned 
and  the  other  groups  which  do  not  have  similar  em-| 
ployees  assigned  to  them. 

For  example,  Philadelphia  Company  presently  em¬ 
ploys  a  librarian  in  the  Personnel  Department  at  ah 
annual  salary  of  $3,109.  On  segregation  Coffman  pro¬ 
vided  a  librarian  for  the  personnel  department  of  the 
electric  group  at  the  same  salary,  but  no  librarian  for 
the  gas  or  transportation  group.  Asked  to  explain  the 
reason  for  this  distinction,  he  stated  that  it  was  “his 
recollection”  that  “taking  into  consideration  all  of  the 
factors  which  I  considered,  it  was  my  judgment  that 
such  a  position  would  be  necessary  in  the  electric 
group.”  However,  he  could  not  recall  what  facts  led  him 
to  that  conclusion. 


i 
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Coffman  also  found  difficulty  in  explaining  why  it 
would  be  necessary  under  segregation  to  have  an  office 
manager  for  Philadelphia  Company  over  only  four  em¬ 
ployees.  He  finally  stated  that  it  was  “just  necessary” 
that  “Because  of  the  importance  of  the  job  that  is  to 
be  done  in  Philadelphia  Company”  the  executive  vice- 
president  have  someone  in  charge  so  that  he  need  not 
himsplf  go  directly  to  the  employees.  Coffman  also  testi¬ 
fied  that  “because  of  the  fact  that  there  is  going  to 
be  a  considerable  amount  of  work  to  be  done  by  Phila¬ 
delphia  Company  ...  it  would  take  that  many  people  in 
order  to  have  a  full  complement  of  organization  to  do 
the  work.” 

Similarly  unsupported  are  his  conclusions  that 
there  would  be  no  diminution  in  the  volume  of  work 
for  the  statistical  division  of  the  Accounting  Depart¬ 
ment  after  segregation,  even  though  the  volume  of 
reports  required  to  be  filed  with  various  regulatory 
agencies  might  be  somewhat  reduced.  In  fact,  Coffman’s 
knowledge  of  what  reports  are  required  to  be  filed  was 
so  scant  as  to  make  it  difficult  to  understand  how  he 
was  able  to  ascertain  the  amount  of  work  that  would 
be  involved  in  their  preparation. 

Also  without  substantial  foundation  was  the  crea¬ 
tion  of  a  separate  payroll  clerk  for  Equitable  Real 
Estate  on  segregation  at  $3,037,  particularly  when 
Coffman  was  unable  to  state  the  number  of  employees 
that  company  would  have  after  segregation. 

In  attempting  to  explain  why,  in  so  many  instances, 
he  assigned  the  same  salary  to  an  executive  who  on 
segregation  would  be  serving  only  one  group  of  com¬ 
panies  whereas  he  now  serves  all  groups,  Coffman 
frequently  referred  to  the  fact  that  on  segregation  such 
executive  would  have  fewer  individuals  to  assist  him, 
although  he  admitted  that  the  total  volume  of  work 
for  which  such  executive  would  be  responsible  would 
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decrease  after  segregation.  Under  Coffman’s  approach  ! 
the  size  of  the  unit  for  which  the  executive  would  be 
responsible  was  apparently  immaterial  in  determining  j 
his  compensation,  since  the  larger  unit  was  assumed 
to  justify  compensation  on  the  basis  of  its  size  while  ! 
the  smaller  unit  was  said  to  justify  the  same  compen¬ 
sation  for  the  executive  because  it  provided  fewer  as-  j 
sis  tan  ts  for  him.  We  believe  that  any  realistic  con-  j 
sideration  of  the  salary  levels  of  corporate  executives  I 
demonstrates  the  invalidity  of  this  approach,  and  this  j 
becomes  particularly  clear  when  some  of  Coffman’s  j 
specific  results  are  considered: 

i 

The  reason  given  as  to  why  the  annual  salary  ! 
of  the  president  and  chairman  of  the  board  of  j 
Philadelphia  Company  remains  at  $37,000  after  i 
segregation  even  though  he  will  then  have  only 
the  electric  and  real  estate  company  to  supervise ! 
is  that  “he  will  be  doing  the  same  amount  of  work.” 

i 

The  salary  of  the  executive  vice-president  con-  j 
tinues  after  segregation  at  its  present  rate  of 
$22,500,  plus  an  additional  $22,500  this  individual 
receives  as  head  of  the  Legal  Department  because, 
although  his  duties  in  both  capacities  will  involve 
fewer  companies,  Coffman  testified  that  “there  is 
still  the  electric  group  and  there  is  the  considera¬ 
tion  that  there  are  fewer  employees  in  the  depart¬ 
ment  to  assist  in  the  work,  so  that  the  responsi-j 
bility  will  be  greater.”  j 

The  salary  of  the  controller  continues  after 
segregation  at  $16,500  although  he  will  then  func¬ 
tion  for  only  the  electric  group  instead  of  the  whole 
system.  The  reason  given  is  that  after  segregation 
he  will  have  only  three  people  to  help  him  with 
his  work,  whereas  now  he  has  seven,  “so  his  staff 
has  been  cut  down  materially.” 


i 
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However,  in  contrast  to  the  reasons  advanced  in 
support  of  the  salaries  listed  above,  when  Coffman  was 
asked  to  explain  why  on  segregation  he  gave  the  secre¬ 
tary  of  the  gas  group  $12,000  and  the  secretary  of  the 
transportation  group  $8,000,  as  against  $15,000  for  the 
secretary  of  the  electric  group,  he  stated  it  was  because 
the  work  load  would  not  be  as  great  for  the  first  two 
groups  and  there  would  not  be  as  many  people  in  those 
groups. 

Furthermore,  it  does  not  appear  that  Coffman 
made  any  check  to  see  what  executive  personnel  were 
being  utilized  by  organizations  comparable  to  those  he 
envisaged  on  segregation.  He  stated  that  he  thought 
that  the  executive  positions  he  provided  for  the  gas 
group  on  segregation  were  “customary  positions”  in  a 
company,  but  he  could  not  “recall  at  the  moment  any 
specific  company  that  I  can  cite  that  I  have  worked  on.” 

Equally  unsupported  was  Coffman’s  reliance,  in 
justifying  the  retention  of  present  personnel  levels 
upon  segregation  in  situations  where  the  volume  of 
work  would  admittedly  decrease,  upon  a  “loss  of  flexi¬ 
bility”  which  he  claimed  would  result  from  reducing  the 
total  number  of  personnel  available  to  perform  the 
functions  of  a  particular  division  in  the  segregated 
groups.  It  appears  that  Coffman  visualized  each  division 
of  the  General  Departments  as  a  sort  of  pool,  the  per¬ 
sonnel  of  which  could  be  drawn  upon  to  perform  tasks 
for  each  of  the  companies  in  the  system.  While  there 
may  be  some  validity  in  that  assumption,  there  is  noth¬ 
ing  in  the  record  to  suggest  that  the  size  of  the  divi¬ 
sions  in  each  of  the  groups  would  be  so  materially  re¬ 
duced  on  segregation  as  to  result  in  any  extensive  “loss 
of  flexibility”  on  which  a  claim  for  sizeable  increased 
expenses  could  validly  be  based. 

While  the  foregoing  are  but  a  few  instances  devel¬ 
oped  during  the  cross-examination  of  Coffman,  they 
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cannot  be  dismissed  as  merely  isolated  examples  or 
minor  flaws  in  his  methods  or  as  indicating  an  unfamili¬ 
arity  with  some  of  the  details.  They  are  rather  sympto-  \ 
matic  of  the  basic  errors  which  run  through  his  entire  | 
study.  As  previously  noted — and  we  reiterate  it  here! 
merely  for  purposes  of  emphasis — he  made  no  en-j 
deavor  to  ascertain  the  total  number  of  personnel  which 
each  of  the  groups  would  require  upon  segregation.  Hej 
merely  took  the  present  complement  of  each  of  the 
groups  and  added  to  that  such  additional  personnel  as 
he  felt  would  be  necessary  to  perform  independently 
such  functions  as  are  now  being  performed  for  the  in¬ 
dividual  companies  by  the  General  Department  Or-! 
ganization.  He  did  not  make  a  study  of  what  wage  rates 
the  required  personnel  would  actually  command  in  the 
open  market,  but  instead,  in  most  instances,  merely  ac¬ 
cepted  the  present  salaries  being  paid  by  Philadelphia 
Company  under  the  General  Department  Organization, 
Thus,  in  effect,  he  merely  transferred  the  General  De¬ 
partment  Organization  from  Philadelphia  Company  to 
the  group  level.  Such  an  approach  clearly  does  not  give 
a  true  picture  of  what  personnel  actually  would  be  re¬ 
quired  to  perform  the  necessary  work  for  the  com* 
panies  after  segregation;  in  fact,  Coffman’s  study  of 
“economies”  turns  out  to  be  little  more  than  a  consider1 
ation  of  what  additional  expenses  would  be  incurred  if 
the  General  Department  Organization  were  disbanded 
and  all  of  its  functions  perpetuated  at  the  group  level 
without  considering  whether  or  to  what  extent  such 
perpetuation  would  be  necessary  for  the  efficient  opera¬ 
tion  of  those  companies.42 

I 

- - - - - *— 

42In  this  connection,  it  may  be  noted  that  in  the  1946  Form  U-5-S 
annual  supplement  to  Philadelphia  Company’s  registration  statement 
filed  with  us,  as  well  as  in  prior  annual  supplements,  it  was  stated  l>y 
Philadelphia  Company  with  reference  to  the  oral  agreements  covering 
the  services  rendered  by  the  General  Departments: 

“While  the  registrant  does  not  consider  the  aforesaid  agree¬ 
ment  as  constituting  a  service,  sales  or  construction  contract,  the 
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(d)  The  Acceptance  of  Philadelphia  Company’s  Pres¬ 
ent  Methods  of  Allocation  of  Expenses — Coffman's  un¬ 
qualified  acceptance  of  the  methods  and  figures  pres¬ 
ently  used  by  Philadelphia  Company  in  allocating  pay¬ 
roll  costs  among  the  different  companies,  without 
attempting  to  ascertain  whether  such  allocations  repre¬ 
sented  an  accurate  reflection  of  the  cost  of  rendering 
services  to  the  particular  company  involved,  again  illus¬ 
trates  the  difficulties  created  by  his  failure  to  make  a 
complete  overall  examination  of  the  system.  Since  his 
entire  study  is  predicated  on  the  assumption  that  the 
present  cost  of  rendering  services  by  the  Philadelphia 
Company  organization  may,  for  purposes  of  comparing 
costs  before  and  after  segregation,  be  allocated  among 
the  companies  in  the  system  on  the  basis  now  employed 
by  Philadelphia  Company,  his  failure  to  determine  the 
reasonableness  of  that  assumption  by  testing  the  rela¬ 
tionship  of  the  allocated  charges  to  the  actual  costs 
raises  in  itself  serious  doubts  as  to  the  accuracy  of  this 
basic  premise  upon  which  all  of  his  ultimate  conclusions 
rest. 


registrant  and  its  subsidiaries  are  concerned  with  restricting  the 
agreement’s  scope,  if  not  eliminating  it  entirely.” 

Philip  A.  Fleger,  Philadelphia  Company’s  executive  vice-president, 
testified  that  this  statement  referred  to  the  fact  that  following  con¬ 
ferences  between  the  company  and  the  staff  of  our  Division  of  Public 
Utilities  concerning  the  status  of  the  General  Department  Organiza¬ 
tion  under  Section  13  of  the  Act,  the  company  undertook,  at  the  staff’s 
request,  “to  look  into  the  general  department  set-up  with  the  view  to 
determining  what,  if  any,  changes  or  improvements  might  be  made  in 
the  arrangement  which  would  have  the  effect  of  reducing  the  scope  of 
the  operation.” 

While  it  does  not  appear  whether  Philadelphia  Company  made 
any  investigation  of  the  matter  or  that  it  made  any  substantial  modi¬ 
fications  in  the  General  Department  Organization,  the  quoted  statement 
indicates  the  possibility  that  modifications  might  be  made  which  would 
be  in  the  interests  of  greater  over-all  efficiency.  To  the  extent  that  this 
possibility  exists — and  particularly  to  the  extent  that  modifications  in  'i 

the  General  Department  Organization  could  be  geared  in  with  opera¬ 
tions  on  the  group  level — it  would  appear  that  incentive  to  effecting 
such  modifications  and  the  resulting  over-all  efficiencies  would  be  much 
greater  on  segregation. 


I 
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During  his  cross-examination  many  instances  were 
brought  out  of  obvious  inconsistencies  in  the  system’s 
practices  regarding  allocations.  Although  such  incon¬ 
sistencies  should  have  clearly  indicated  the  need  for 
examination  of  the  underlying  facts,  the  allocations 
were  utilized  by  Coffman  without  any  check  whatever^. 
Thus  he  accepted  the  company  allocations  of  the  pay¬ 
roll  of  the  Law  and  Real  Estate  Department  without 
inquiry  into  why  the  salary  of  one  lawyer  was  allocated 
on  the  basis  of  work  done  and  that  of  the  others  on 
the  gross  earnings  of  different  companies  in  the  system, 
and  did  not  consider  either  the  reason  or  the  reason¬ 
ableness  for  this  distinction.  He  stated  that  the  Pitts¬ 
burgh  Railways  system  has  its  own  attorneys  “separate 
and  apart”  from  those  of  Philadelphia  Company,  and 
could  not  recall  what  E.  E.  McCormick,  the  office  man¬ 
ager  of  the  Law  and  Real  Estate  Department,  had  done 
for  the  Pittsburgh  Railways  system  in  1946,  nor  that 
he  had  made  any  check  into  the  subject.  Nevertheless 
he  accepted  the  company’s  allocation  of  21.55%  of  the 
one-half  of  McCormick’s  salary  allocable  to  the  Law 
and  Real  Estate  Department  that  was  charged  to  the 
Pittsburgh  Railways  system. 

In  many  other  instances,  different  bases  for  allo¬ 
cation  were  used,  even  within  the  same  department,  ydt 
in  no  case  did  Coffman  go  behind  the  company’s  proce¬ 
dure  to  test  the  accuracy  of  the  methods  used. 

(e)  Rental  Space  Requirements  and  Costs — We  have 
indicated  the  reasons  why  we  cannot  place  any  substan¬ 
tial  reliance  on  Coffman’s  studies  with  respect  to  the  ip- 
creases  in  personnel  which  he  claimed  would  be  required 
on  segregation;  his  studies  as  to  other  expenses  which 
are  directly  related  to  the  claimed  personnel  increases 
are  of  course  subject  to  the  same  defects.  Moreover, 
his  studies  of  rental  space  are  subject  to  a  further  de¬ 
ficiency.  In  dealing  with  that  matter,  Coffman  made 
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no  attempt  to  make  an  independent  evaluation  of  the 
amount  of  space  which  each  of  the  groups  would  re¬ 
quire  for  effective  operation  after  segregation.  He 
merely  took  the  increased  number  of  personnel  which 
he  had  estimated,  used  the  present  per-person  amount 
of  space  and  cost  per  square  foot,  and  then  reached  his 
claimed  increased  expenses  for  this  item  by  the  simple 
process  of  multiplying  for  the  additional  personnel  the 
average  number  of  square  feet  utilized  per  person  in 
each  particular  department  by  the  average  per  square 
foot  cost.  Not  only  does  this  approach  perpetuate  the 
basic  defects  of  Coffman's  estimated  personnel  in¬ 
creases,  but  it  carries  them  even  further  by  once  again 
failing  to  make  an  independent  study  of  what  the  actual 
space  needs  of  the  companies  would  be  upon  segrega¬ 
tion. 

The  fallacies  inherent  in  Coffman's  approach  to 
this  problem  are  illustrated  by  his  treatment  of  the 
increased  space  requirements  for  meter  readers.  Of  the 
total  increase  of  8,159  square  feet  which  Coffman  esti¬ 
mated  would  be  required  on  segregation  for  the  Ac¬ 
counting  Department,  4,897  square  feet  were  calculated 
as  attributable  to  the  requirements  of  54  additional 
meter  readers.  In  estimating  space  requirements  for 
these  additional  employees,  Coffman  merely  multiplied 
the  Accounting  Department’s  average  square  footage 
of  90.7  per  employee,  by  54.  Yet,  on  cross-examination, 
he  was  unable  to  state  how  much  space  a  meter  reader 
actually  utilized  or  whether  he  even  had  a  desk.  On 
redirect  examination,  after  Coffman  had  investigated 
the  matter  further,  he  stated  that  no  desk  space  is  now 
assigned  to  outside  meter  readers,  and  that  the  space 
occupied  in  the  central  office  building  by  the  chief  meter 
reader  and  meter  book  racks  is  approximately  300 
square  feet,  or  2.7  square  feet  per  meter  reader.  He  then 
went  on  to  state  that,  during  the  two-week  interval  since 
his  cross-examination  had  been  concluded,  he  had  made 
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a  more  detailed  analysis  of  the  actual  working  space  re¬ 
quirements  for  the  various  employees  of  the  Account-! 
ing  Department.  On  the  basis  of  this  later  analysis, 
he  estimated  that  80,172  square  feet  would  be  required 
on  segregation  as  against  his  earlier  figure  of  76,250. 
However,  while  it  appears  that  Coffman  did  make  a 
more  detailed  examination  in  this  respect  of  present 
space  occupancy,  it  further  appears  that  his  later  esti¬ 
mate  of  space  needs  after  segregation  was  arrived  at  by 
the  same  method  previously  used — i.e.,  by  merely  multi¬ 
plying  the  average  of  present  space  requirements  by 
the  number  of  personnel  estimated  to  be  required  on 
segregation,  without  any  attempt  at  an  independent 
study  of  the  actual  space  needs  which  would  be  required 
by  the  companies  on  segregation. 

Moreover,  the  way  in  which  Coffman  used  average 
costs  of  rental  space  in  determining  his  estimate  of 
increased  expenses  represents  a  further  deficiency  in 
his  study,  particularly  in  view  of  the  wide  discrepancies 
in  the  rates  presently  paid  by  the  different  companies 
for  different  space.  In  one  instance  he  did  not  take  the 
lower  figure  into  account  at  all  but  proceeded  to  use 
the  highest  charge.  Thus,  in  considering  the  increased 
rental  space  which  would  be  required  for  garage  facilir 
ties,  he  initially  used  a  rental  cost  of  $90.00  per  car 
which  he  described  as  “a  judgment  figure”  based  upon 
“conversations  he  had  during  our  investigation”  “with 
the  department  heads.”  He  testified  that  there  were 
187  cars  garaged  at  the  Lexington  Avenue  garage  at 
an  aggregate  rental  cost  of  $16,321,  which  he  stated 
came  to  “about  $87.30”  per  car.  He  admitted  that  there 
were  also  391  additional  cars  serviced  at  Manchester 
which  “just  treating  those  cars  as  against  the  rental 
charge  of  Manchester  .  .  .  would  be  $11.96”  per  car,  as 
against  the  $87.00  per  car  charged  at  Lexington.  At  the 
resumption  of  the  hearings  that  afternoon,  Coffman 
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presented  a  revised  calculation  which  resulted  in  a  per- 
car  charge  of  $90.40  for  Lexington,  which  “in  the  exer¬ 
cise  of  judgment”  he  increased  to  $90.75  per  car  as  a 
basis  for  computing  increased  rental  costs.43  He  was 
then  asked: 

“Q:  And  in  assuming  the  rental  charge  per 
car  you  therefore  ignored  entirely  the  $11.20  you 
attribute  to  the  Manchester  garage  as  rental  cost 
per  car,  isn’t  that  so?” 

“A:  I  have  explained  I  used  $90.75  as  the 
basis  of  my  calculation.” 

“Q:  And  you  considered,  therefore,  only  the 
rental  charge  at  Lexington  Avenue  and  nowhere 
else?” 

“A:  That  is  correct.” 

Coffman’s  attempted  justification  of  this  treatment 
on  the  theory  that  the  Manchester  property,  which  is 
owned  by  Duquesne  and  services  its  cars,  will  not  be 
affected  in  segregation  since  already  definitely  allocated 
to  Duquesne,  does  not  support  his  arbitrary  method  of 
estimating  the  cost  of  additional  rental  space  on  the 
basis  of  the  average  cost  of  only  a  portion  of  the  entire 
system’s  rental  costs,  particularly  in  view  of  the  fact 
that  he  also  used  the  $90.75  figure  in  computing  the 
per-car  cost  to  Duquesne  itself  in  segregation. 

(f)  Confirmation  of  Philadelphia  Company  after  Seg¬ 
regation — In  his  study  Coffman  estimated  annual  ex¬ 
penses  for  Philadelphia  Company  after  segregation 
of  $390,697,  a  decrease  of  only  $26,255  from  its  present 
expenses.  He  assumed  that  Philadelphia  Company  would 


4  3 At  that  time  he  testified  that  in  his  previous  references  to  the 
number  of  cars  “stored”  at  the  different  garages,  he  had  meant  the 
number  “serviced,”  since  all  the  cars  were  not  physically  stored  at  those 
particular  locations. 
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continue  as  a  holding  company  over  only  Duquesne, 
Steam  Heating,  Cheswick  and  Harmar,  and  Equitable 
Real  Estate.  He  has  not,  however,  shown  any  valid 
reason  why  Philadelphia  Company  should  thus  con¬ 
tinue,44  or  why  Duquesne  could  not  itself  hold  the  addi¬ 
tional  properties.  For  reasons  discussed  later  in  this 
Opinion,  we  think  that  continuation  of  Philadelphia  i 
Company  as  a  holding  company  over  only  Duquesne  and  ! 
the  incidental  businesses  which  may  be  retained  with 
Duquesne  would  constitute  an  undue  and  unnecessary  j 
complexity  in  the  Philadelphia  Company  holding  com-  j 
pany  system  in  violation  of  Section  11(b)  (2),  and  | 
that  under  such  circumstances  dissolution  of  Philadel- 

i 

phia  Company  would  be  required.  Coffman’s  failure  to 
consider  the  necessity  for  eliminating  Philadelphia  Com¬ 
pany  under  these  circumstances,  and  what  savings  j 
would  be  effected  by  its  elimination,  constitute  still  I 
another  defect  in  his  study.  ! 

However,  even  if  Coffman’s  assumption  that  Phila¬ 
delphia  Company  would  continue  as  a  holding  company  j 
were  accepted  for  purposes  of  argument,  his  computa¬ 
tions  would  then  involve  a  further  inconsistency.  If 
Philadelphia  Company  were  to  continue  on  a  scale  such 
as  annual  expenses  of  $390,000  envisage,  it  would  seem 
that  it  should  assume  some  of  the  functions  which  the 
General  Department  Organization  now  performs  for 
the  electric  group.  But  if  it  did  so,  then  Coffman’s  esti-j 
mate  of  increased  expenses  of  the  electric  group  on 
segregation,  which  assumes  performance  by  the  group 
of  the  functions  now  performed  for  it  by  the  General 
Department  Organization,  would  itself  have  to  be  re¬ 
vised  downward  to  eliminate  such  overlapping. 


44Coffman  stated  that  the  “principal  justification”  for  continuation 
of  the  holding  company  after  segregation  “would  be  the  large  holdings 
of  Philadelphia  Company  in  the  electric  group  and  the  real  estate 
company.” 
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The  Testimony  of  Hartt  and  Stone 

Respondents  endeavored  to  reinforce  Coffman’s 
conclusions  by  presenting  testimony  by  two  other  wit¬ 
nesses,  Jay  Samuel  Hartt,  a  utilities  analyst,  and  E.  C. 
Stone,  a  retired  officer  of  the  company.  Neither  of  these 
witnesses  made  any  separate  independent  investiga¬ 
tion;  they  merely  examined  Coffman’s  studies  to  de¬ 
termine  the  accuracy  of  his  conclusions  and  what 
changes,  if  any,  they  would  make  in  his  figures. 

Hartt  stated  that  he  and  Stone  first  discussed  the 
problem  with  certain  representatives  of  Philadelphia 
Company.  He  testified  that  they  then  examined  Coff¬ 
man’s  work  papers  and  “carefully  reviewed  the  bases 
for  Mr.  Coffman’s  estimates,  and  the  methods  used  in 
compiling  the  data,  and  we  later  made  certain  checks, 
to  satisfy  myself  and  for  Mr.  Stone  to  satisfy  himself 
that  Mr.  Coffman’s  work  had  been  thoroughly  and 
accurately  done.”  They  discussed  each  department  with 
the  department  head  or  assistant  and  as  part  of  the 
discussion  went  over  Coffman’s  estimates  and  listened 
to  the  suggestions  of  the  department  heads  where  such 
department  heads  felt  that  Coffman’s  estimates  “were 
not  exactly  correct.”  After  hearing  the  department 
heads  and  taking  notes  on  their  ideas  regarding  the 
number  of  people  and  the  types  of  people  that  would 
be  necessary  to  run  the  departments  under  a  segregated 
management,  he  and  Stone  “then  discussed  the  matter 
in  some  detail.”  Hartt  testified  that  they  took  Coffman’s 
exhibits  and  “laid  them  out  before  us,  we  summarized 
them,  as  to  the  number  of  people  in  a  management  posi¬ 
tion,  the  number  in  a  clerical  position,  the  number  in 
stenographic  positions,  and  different  types  of  positions, 
and  reexamined  them  to  see  if  we  had  a  fair  balance 
for  a  department.  We  also  discussed  at  some  length 
what  we  knew  about  the  number  of  people  that  was 
required  from  any  of  the  departments  in  other  com- 


Findings  and  Opinion ,  June  1 , 19Jf8.  2733a 

I 

panies.  .  .  .  Mr.  Stone  and  I  then  set  down  any  differ-  j 
ences  of  opinion  that  we  had  between  Mr.  Coffman’s 
estimate  and  our  own.  In  a  number  of  instances  we  j 
called  back  the  department  heads  and  asked  additional 
questions,  where  we  were  not  entirely  satisfied  after  j 
having  discussions  among  ourselves.” 

Both  Hartt  and  Stone  expressed  the  opinion  that  ! 
the  methods  and  procedures  employed  by  Coffman  in 
his  studies  were  sound  and  produced  a  “reasonably 
assured”  result.  j 

Proceeding  on  the  same  basic  theory  as  that  used  j 
by  Coffman,  Hartt  and  Stone  reached  their  conclusions 
as  to  what  adjustments  would  be  required  in  Coffman’s 
studies.  In  some  instances  the  estimated  personnel  re-  j 
quirements  exceeded  Coffman’s  figures  and  in  other  in-  j 
stances  were  less  than  them.  Their  over-all  conclusion  j 
was  that  five  more  employees  would  be  required  upon 
segregation  than  indicated  in  Coffman’s  studies,  with 
a  payroll  increase  of  $46,506  and  that  the  total  in-  j 
creased  expenses  which  would  be  incurred  on  segrega-  j 
tion  would  be  $77,084  more  than  Coffman  estimated. 

Hartt  and  Stone  did  not  purport  to  make  any  in¬ 
dependent  examination  of  the  problem  or  to  deviate 
from  the  basic  procedures  and  theory  followed  by  Coff-  j 
man.  They  devoted  only  a  few  days  to  their  studies  j 
and  their  entire  efforts  were  directed  toward  determin¬ 
ing  what  changes  should  be  made  in  Coffman’s  figures 
to  reflect  their  own  views  of  the  situation.  The  basic  i 
defects  which  we  have  found  inherent  in  Coffman’s  j 
studies  were  obviously  carried  over  and  are  inherent! 
in  the  conclusions  reached  by  Hartt  and  Stone.  Under 
these  circumstances,  we  cannot  find  that  the  conclu¬ 
sions  of  Hartt  and  Stone  can  be  regarded  as  curing  the 
defects  in  Coffman’s  study  or  as  representing  inde¬ 
pendent  evidence  sufficient  to  constitute  proof  of  the 
loss  of  substantial  economies  on  segregation. 
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Other  Claimed  Economies 

In  addition  to  the  specific  claim  of  increased  ex¬ 
penses  reflected  in  Coffman’s  studies,  respondents  con¬ 
tend  that  other  losses,  while  perhaps  not  capable  of 
precise  measurement,  would  also  result  from  segrega¬ 
tion.  As  to  most  of  the  claimed  “other  losses,”  there  is 
nothing  in  the  record  to  indicate  the  extent  or  even 
to  support  the  existence  of  such  losses.  With  respect  to 
the  inclusion  in  these  claimed  losses  of  “the  saving 
resulting  from  the  use  of  a  consolidated  tax  return  by 
Philadelphia  Company  and  its  subsidiaries,”  it  may  be 
noted  that  we  have  on  previous  occasions  considered 
and  rejected  the  argument  that  tax  savings  constitute 
“substantial  economies”  within  the  meaning  of  clause 
(A).  We  have  pointed  out  that  such  savings  bear 
no  relation  to  any  operational  functions  of  retention  of 
control,  that  the  argument  assumes  a  continuation  of 
current  tax  laws  which  may  be  changed,  and  that  fur¬ 
thermore  we  cannot  permit  the  incidence  of  tax  savings 
to  disrupt  the  basic  policy  of  the  Act  that  holding  com¬ 
panies  generally  be  limited  to  a  single  integrated  sys¬ 
tem.45  Moreover,  it  should  be  noted  that,  while  respon¬ 
dents  have  attempted  to  claim  this  tax  item  as  an 
additional  loss,  their  aggregate  figures  do  not  take  into 
account  the  very  much  more  substantial  tax  reduction 
which  would  result  from  their  estimated  increased  ex¬ 
penses.  See  n.  13,  supra. 

C.  Conclusion  of  Retention  of  Additional  System 

The  burden  of  proving  that  substantial  economies 
would  be  lost  upon  segregation  lies  with  the  company.46 


*sCitie8  Service  Company ,  ...  S.E.C.  ...  (1944),  Holding  Company 
Act  Release  No.  5028;  Federal  Light  &  Traction  Company ,  . . .  S.E.C.  . . . 
(1944),  Holding  Company  Act  Release  No.  4960. 

**Cohtmbia  Gas  &  Electric  Corporation,  ...  S.E.C.  ...  (1944), 
Holding  Company  Act  Release  No.  5455. 
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Philadelphia  Company  has  failed  to  sustain  that  bur-  j 
den.  We  have  concluded  (1)  that,  even  if  we  were  to 
accept  respondents'  own  claims  at  face  value,  we  could 
not  find  that  the  claimed  increased  expenses  would  rep-  j 
resent  a  loss  of  “substantial  economies”  within  the  | 
meaning  of  clause  (A),  and  (2)  that  the  evidence  does 
not  in  fact  support  respondents'  claims  and  falls  far 
short  of  establishing  that  substantial  economies  would 
be  lost  on  segregation.47  With  respect  to  this  latter  con¬ 
clusion  we  find  that  Coffman’s  studies  are  entitled  to  j 
little  or  no  weight,  because  of  the  inherent  defects  stem¬ 
ming  from  his  failure  to  make  a  system-wide  study  of 
the  problem,  his  perpetuation  of  the  present  General 
Department  Organization,  his  failure  to  provide  suffi-  j 
cient  data  on  which  his  judgments  and  opinions  could  j 
be  tested,  and  the  other  deficiencies  which  we  have  dis-  i 
cussed.  Nor  can  we  place  any  greater  reliance  on  the 
testimony  of  Hartt  and  Stone  since  it  is  subject  to  the 
same  basic  infirmities  as  Coffman’s  evidence.  Accord-  j 
ingly  we  cannot  make  the  statutory  findings  required 
by  clause  (A)  to  permit  retention  of  an  additional  sys¬ 
tem,  and  we  must  require  that  Philadelphia  Company 
dispose  of  its  interests  in  the  gas  system. 

Since  the  requirements  of  clauses  (A),  (B)  and 
(C)  are  cumulative,  we  find  it  unnecessary,  in  view  of 
our  conclusions  under  clause  (A),  to  consider  the  ap¬ 
plicability  of  clause  (C). 

We  turn  next  to  a  consideration  of  the  so-called ! 
“other  businesses”  in  the  Philadelphia  Company  system. 


47We  cannot,  as  we  have  done  in  some  cases,  find  that  the  record 
would  only  support  a  claim  of  increased  expenses  on  segregation  of  a 
percentage  of  respondents’  figures  and  treat  respondents’  figures  as  ap¬ 
propriately  reduced.  Cf.  Engineers  Public  Service  Company ,  12  S.E.C. 
41,  60  (1942).  Here  the  basic  defects  in  the  evidence  offered  on  in¬ 
creased  expenses  make  it  impossible  to  attempt  to  estimate  just  what 
the  amount  of  the  increase  in  expenses  on  segregation,  if  any,  would  be. 
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The  Retention  of  Other  Businesses 


Section  11(b)  (1)  makes  it  our  duty  to  require 
that  the  operations  of  a  holding  company  system  be 
limited  to  a  single  integrated  public-utility  system,  to 
such  additional  public  utility  systems  as  meet  the 
standards  of  clauses  (A),  (B)  and  (C),  and  to 

“such  other  businesses  as  are  reasonably  inciden¬ 
tal,  or  economically  necessary  or  appropriate  to 
the  operations  of  such  integrated  public-utility 
system  .  . 

The  section  further  provides  that 

“The  Commission  may  permit  as  reasonably 
incidental,  or  economically  necessary  or  appropri¬ 
ate  to  the  operations  of  one  or  more  integrated 
public-utility  systems  the  retention  of  an  interest 
in  any  business  (other  than  the  business  of  a 
public-utility  company  as  such )  which  the  Commis¬ 
sion  shall  find  necessary  or  appropirate  in  the 
public  interest  or  for  the  protection  of  investors  or 
consumers  and  not  detrimental  to  the  proper  func¬ 
tioning  of  such  system  or  systems.” 

It  is  well  settled  that  the  burden  is  upon  the  hold¬ 
ing  company  to  show  that  the  “other  businesses” 
sought  to  be  retained  meet  the  quoted  standards. 
United  Gas  Improvement  Co.  v.  S.  E.  C.,  138  F.  2d  1010, 
1021  ( C.C.A.  3,  1943 ) .  We  have  construed  these  stand¬ 
ards  as  requiring  an  affirmative  showing  of  an  operat¬ 
ing  or  functional  relationship  between  the  operations  of 
the  retainable  utility  system  and  the  non-utility  busi¬ 
ness  sought  to  be  retained,  and  an  affirmative  showing 
that  retention  would  be  in  the  public  interest.48  This 
interpretation  has  been  approved  by  the  Circuit  Court 

48 United  Gas  Improvement  Company,  9  S.E.C.  52  (1941) ;  Engi¬ 
neers  Public  Service  Company,  9  S.E.C.  764  (1941) ;  The  North  Ameri¬ 
can  Company,  11  S.E.C.  194  (1942);  Cities  Service  Company,  ...  S.E.C. 
...  (1944),  Holding  Company  Act  Release  No.  5028. 
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of  Appeals  for  the  Third  Circuit  in  the  United  Gas  Im-  j 
provement  case,  supra,  and  by  the  Circuit  Court  of  Ap¬ 
peals  for  the  Second  Circuit  in  the  North  American  j 
case.49  In  the  latter  case  the  Court  stated  (133  F.  2d  at 
►  pp.  152-3 ) :  | 

“The  Commission  interpreted  these  ‘other 
business’  clauses  to  permit  retention  only  when  it 
affirmatively  appears  ‘that  the  public  interest  will 
be  furthered  by  retention  of  a  non-utility  interest 
by  reason  of  its  relation  “to  economy  of  manage¬ 
ment  and  operation”  of  a  public-utility  system  or 
systems  or  “the  integration  and  coordination  of 
,  related  operating  properties.”  ’  This  conclusion  is 

consonant  with  the  policy  of  the  Act  expressed  in 
Section  1(b)(4)  .  .  .  We  agree  with  the  Commis¬ 
sion’s  interpretation.  .  .  .” 

Although  certiorari  was  granted  in  the  North 
American  case,  the  issue  before  the  Supreme  Court  was 
restricted  to  the  constitutionality  of  Section  11  (b)j 
(l).50  However,  it  is  not  without  significance  to  the 
matter  now  before  us  that  the  Supreme  Court  in  that 
case,  aware  as  it  must  have  been  from  the  Circuit  Court 
of  Appeals’  opinion  under  review  of  the  controversy  in 
the  lower  court  concerning  the  proper  interpretation  of 
the  “other  business”  clauses,  used  the  following  lan¬ 
guage  in  summarizing  and  describing  the  effect  of  those 
provisions  (327  U.S.  at  p.  697) : 

“.  .  .  other  holdings  may  be  retained  only  if  their 
retention  is  related  to  the  operations  of  the  retained 
utility  properties.”  (Emphasis  added).51 

*9North  American  Co.  v.  S.  E.  C.  133  F.  2d  148  (C.C.A.  3,  1943). 

60The  North  American  Company  v.  S.  E.  C.  327  U.S.  686,690  (1946). 

01C/.  Arkansas  Natural  Gas  Corporation  v.  S.  E.  C.  154  F.  2d  597 
(C.C.A.  5th,  1946),  in  which  the  Court  sustained  the  Commission’s  con¬ 
clusions  as  to  the  non-retainability  of  the  non-utilities  businesses  there 
involved,  but  interpreted  the  second  clause  of  the  “other  business” 
standards,  in  relation  to  the  first  clause,  as  “an  enlargement,  an  addi¬ 
tion  thereto.”  (154  F.  2d  at  p.  599.)  The  company’s  petition  for  cer¬ 
tiorari  was  denied.  329  U.S.  738  (1946).  j 
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Counsel  for  respondents  contend  that  this  con¬ 
struction  of  the  “other  business”  clauses,  insofar  as  it 
requires  a  showing  of  a  functional  or  operating  rela¬ 
tionship  between  the  utility  system  and  the  other  busi¬ 
ness  sought  to  be  retained,  is  erroneous  and,  in  support 
of  this  contention,  places  principal  reliance  on  the  de¬ 
cision  of  the  Court  of  Appeals  for  the  District  of 
Columbia  in  Engineers  Public  Service  Company  v. 
S.  E.  C. 52  In  the  Engineers  case,  the  Court  placed  par¬ 
ticular  emphasis  on  the  language  of  the  second  “other 
business”  clause  and  took  the  position  that  Congress 
intended  “to  forbid  the  divestment  of  other  businesses 
not  detrimental  to  the  functions  of  the  principal  system, 
if  retention  will  serve  the  interests  of  investors  or  con¬ 
sumers,  irrespective  of  the  functional  relationship  be¬ 
tween  those  businesses  and  the  principal  system.” 
(138  F.  2d  at  p.  947)  Although  the  Commission's  peti¬ 
tion  for  certiorari  in  the  Engineers  case  was  granted  by 
the  Supreme  Court,53  the  issue  was  rendered  moot  when 
the  properties  in  question  were  divested  from  the  sys¬ 
tem  before  a  decision  was  reached.54 

The  arguments  presented  in  respect  to  this  issue 
by  counsel  for  respondents  have  been  fully  considered 
in  our  previous  opinions  dealing  with  the  question.  We 
see  no  reason  for  overruling  those  decisions,  particu¬ 
larly  in  view  of  the  cited  decisions  of  the  Second  and 
Third  Circuits  and  the  above  quoted  language  used  by 
the  Supreme  Court  in  the  North  American  case.  Ac¬ 
cordingly,  we  reaffirm  the  holdings  of  our  prior  deci¬ 
sions  dealing  with  this  matter55  on  the  basis  of  the 
reasoning  set  forth  therein.  However,  for  the  reasons 
indicated  below,  our  conclusions  herein  would  not  be 


52138  F.  2d  936  (1943). 

53322  U.S.  723  (1944). 

3468  Sup.  Ct.  96  (1947). 

55See  cases  cited  in  n.  48,  supra. 
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affected  by  whether  the  test  set  forth  in  our  prior  de-  ! 
cisions  or  that  announced  by  the  Court  of  Appeals  in  j 
the  Engineers  case  were  to  be  applied.  And,  to  avoid 
any  gap,  we  have  thought  it  appropriate  to  consider 
the  retainability  of  the  non-utility  properties  under  both 
tests. 

I 

A.  Pittsburgh  Railways 

Pittsburgh  Railways,  Philadelphia’s  largest  non-  | 
utility  subsidiary,  has  been  in  receivership  since  May  j 
10, 1938,  when  voluntary  petitions  were  filed  under  Sec¬ 
tion  77B  of  the  Bankruptcy  Act.  The  properties  are  now  j 
being  operated  by  trustees  appointed  by  the  Federal 
District  Court  on  June  14,  1938. 56 

Prior  to  1901  the  present  underliers  of  Pittsburgh 
Railways  had  been  formed  into  six  major  systems  which 
operated  in  the  Pittsburgh  area.  Philadelphia  Company,  j 
which  had  theretofore  engaged  only  in  the  gas  business, 
made  its  first  street  railway  investment  in  1899,  while 
it  was  also  acquiring  electric  properties,  and  by  1901 
had  acquired  control  of  three  of  the  six  major  systems. 
Unification  of  the  six  systems  was  accomplished  in  1902 
through  lease  arrangements  running  from  the  three 
independent  to  the  three  controlled  systems,  and  through 
an  operating  agreement  among  the  systems  under  which 
Pittsburgh  Railways  became  the  operating  company. 
The  leases  run  for  terms  up  to  950  years,  with  the 
leases  covenanting  to  pay  certain  rentals,  all  taxes  as¬ 
sessed,  and  certain  other  charges.  As  part  of  the  unifi-i 
cation  arrangement,  Philadelphia  Company  guaranteed 
performance  of  certain  of  the  leases. 

The  system  today  consists  of  about  500  miles  of 
single  track.  It  serves  83  communities  in  southwestern 

i 

56In  the  fall  of  1938,  the  provisions  of  Chapter  X  were  made  ap¬ 
plicable  to  the  proceedings.  Previously  to  the  current  reorganization 
proceedings,  the  system  was  in  equity  receivership  from  1918  to  1924, 
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Pennsylvania,  with  an  aggregate  population  of  approxi¬ 
mately  1,300,000  persons.  As  of  December  31,  1946, 
Pittsburgh  Railways  had  a  property  account  stated  at 
$98,407,600,  with  reserves  of  $29,915,163,  or  net  prop¬ 
erty  account  of  $68,492,437.  For  the  year  1946,  total 
operating  revenues  were  $22,246,977,  with  net  operating 
revenue  of  $2,023,592  and  gross  income  of  $2,204,487. 

Pittsburgh  Railways  purchases  all  of  its  electric 
power  from  Duquesne.  Its  total  expenditures  for  that 
purpose  in  1946  exceeded  $1,750,000,  equivalent  to  about 
4%  of  Duquesne’s  operating  revenue.  The  rate  charged 
for  power  is  fixed  by  a  contract  entered  into  by  the 
companies  on  January  1,  1913.  The  contract,  which  has 
remained  substantially  unchanged  since  1913,  was  the 
subject  of  an  investigation  by  a  bi-partisan  board  fol¬ 
lowing  the  1918-1924  receivership  of  the  system,  and 
was  found  to  be  fair  after  a  comparison  with  rates  in 
effect  in  other  cities. 

Motor  Coach,  a  subsidiary  of  Pittsburgh  Railways, 
was  organized  in  1925  and  operates  a  system  of  motor 
bus  lines  in  the  Pittsburgh  area.  Its  operations  are 
auxiliary  and  supplementary  to  the  operations  of  Pitts¬ 
burgh  Railways  and,  for  purposes  of  this  Opinion,  they 
may  be  regarded  as  part  of  such  operations. 

In  addressing  themselves  to  the  question  whether 
there  is  the  type  of  operating  relationship  between 
Pittsburgh  Railways  and  Duquesne  which,  under  our 
construction  of  the  statute,  is  required  to  permit  their 
retention  under  common  control,  respondents  contend 
that  such  an  operating  relationship  exists  because  (1) 
both  systems  join  in  the  use  of  the  General  Depart¬ 
ments  for  overhead  services,  (2)  Pittsburgh  Railways 
is  a  large  consumer  of  electric  power  generated  by  Du¬ 
quesne,  and  (3)  joint  use  is  made  of  certain  facilities. 
We  cannot  agree  that  these  facts  support  this  conten¬ 
tion. 
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It  is  clear  that  the  General  Departments  are  not 
essential  to  the  independent  functioning  of  Pittsburgh 
Railways.  They  are,  as  we  have  seen,  merely  the  method 
developed  through  the  years  by  Philadelphia  Company 
for  coordinating  the  routine  administrative  functions 
of  the  various  companies  controlled  by  Philadelphia.  It 
is  not  denied  that  these  functions  could  be  independ¬ 
ently  performed  by  an  independent  company,  and  of 
course,  the  Coffman  study  itself,  while  claiming  that 
certain  additional  expense  would  be  incurred  on  segreJ 
gation,  is  premised  on  the  ability  of  the  companies  to 
withdraw  from  the  General  Department  Organization 
and  perform  these  functions  independently.  And  the 
joint  use  of  the  General  Departments  to  perform  admin4 
istrative  functions  in  no  way  demonstrates  an  operating 
relationship  between  the  transportation  system  and  the 
operations  of  the  electric  utility  system.  To  hold  the 
contrary  would,  in  effect,  be  to  permit  retention  of  any 
and  every  type  of  “other  business”  sought  to  be  retained 
whenever  it  and  the  utility  system  were  subject  to  com+ 
mon  control  and  joint  administration.  Such  a  conclusion 
is  in  direct  contradiction  to  a  basic  premise  of  the  Act: 
As  was  pointed  out  by  the  Court  in  United  Gas  Im+ 
provement  Co.  v.  S.  E.  C.,  138  F.  2d  1010, 1019  ( C.  C.  A; 
3,  1943) :  ! 

i 

“The  obvious  intention  of  Congress  in  enacting  Sec¬ 
tion  11(b)(1)  was  to  integrate  public  utility 
holding  company  systems  and  to  compel  holding 
companies  subject  to  the  Act  to  relinquish  interests 
in  unrelated  utilities  as  well  as  unrelated  non-utility 
companies.  The  myriad,  promiscuous  activities  and 
investments  of  some  of  the  holding  company  sys¬ 
tems  was  a  prime  cause  of  investors’  losses.” 

. 

Similarly,  the  relationship  established  by  reason 
of  the  consumption  of  electric  power  is  not  the  type  of 
operating  or  functional  relationship  which  Congress 
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contemplated  when  it  established  the  standards  of  the 
“other  business”  clauses,  for  that  characteristic  can  also 
be  established  with  respect  to  almost  any  industry  and, 
if  permitted  to  form  the  basis  for  retainability,  would 
enable  electric  utility  systems  to  engage  in  any  and 
every  sort  of  activity,  which  is  precisely  what  Congress 
intended  to  correct  through  Section  11(b)  (1). 

While  it  does  appear  that  there  is  joint  use  of  cer¬ 
tain  facilities,  there  is  no  showing  that  such  joint  use 
has  any  relationship  to  the  efficient  operations  of  the 
electric  utility  system.  When  Philadelphia  Company  ac¬ 
quired  Pittsburgh  Railways,  generating  and  transmis¬ 
sion  facilities  owned  by  the  latter  company  were  trans¬ 
ferred  to  Duquesne.  Since  that  time,  Pittsburgh  Rail¬ 
ways  and  Duquesne  have  made  joint  use  of  certain 
transmission  and  transformer  equipment,  and  more  re¬ 
cently  they  have  developed  the  joint  use  of  emergency 
radio-cars.  On  analysis,  however,  it  is  clear  that  this 
joint  use  has  no  bearing  on  the  operations  of  the  electric 
utility  system;  it  is  merely  another  incidental  relation¬ 
ship  which  could  just  as  well  be  shown  or  developed 
with  respect  to  a  great  variety  of  other  businesses.  It 
is  also  clear  that  joint  use  of  these  facilities  can  be 
undertaken  separately  or  by  contract  arrangement  with 
like  efficiency.  The  joint  use  of  transmission  and  trans¬ 
former  equipment  is  common  practice  in  cities  where 
the  street  railways  system  is  independent  of  the  electric 
system.  Segregation  would  not  even  require  any  change 
from  present  practice,  since  the  relations  between  Pitts¬ 
burgh  Railways  and  Duquesne  are  governed  entirely 
by  contract,  and  have  been  since  1913.  Nor  is  there  any 
evidence  that  similar  arrangements  could  not  be  made 
with  respect  to  the  radio-cars. 

No  contention  is  made  that  Pittsburgh  Railways 
would  be  incapable  of  independent  operation  or  that, 
aside  from  certain  claimed  economies  in  operation 
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which  we  shall  consider  below,  Pittsburgh  Railways, 
or  the  public,  is  benefited  by  joint  ownership  with  Du- 
quesne.  Being  part  of  the  Philadelphia  Company  sys¬ 
tem,  and  operated  in  conjunction  with  electric  and  gas 
properties  with  the  economies  attributed  to  the  General 
Departments,  has  nevertheless  not  saved  Pittsburgh 
Railways  from  the  common  fate  of  street  railways  in 
the  larger  municipalities.  As  has  been  indicated,  Pitts¬ 
burgh  Railways  has  been  in  receivership,  and  operated 
by  court  officers,  for  nearly  seventeen  of  the  forty-seven 
years  of  Philadelphia  Company  control.  During  those 
forty-seven  years,  Philadelphia  Company  has  drawn 
almost  no  income  from  its  large  investment  in  Pitts¬ 
burgh  Railways  and,  as  a  consequence,  the  entire  bur¬ 
den  of  supporting  Philadelphia  Company’s  security 
structure  has  fallen  on  the  electric  and  gas  properties. 
We  have  previously  had  occasion  to  refer  to  the  un¬ 
sound  dividend  policies  which  such  a  situation  has  pro¬ 
duced  and  the  consequences  of  that  situation  on  the 
public  security  holders  of  Duquesne,  as  well  as  Phila¬ 
delphia  Company.57 

To  demonstrate  that  retention  of  the  transit  prop¬ 
erties  “would  serve  the  interests  of  investors  or  coh- 
sumers,  irrespective  of  the  functional  relationship  be¬ 
tween  those  businesses  and  the  principal  system”  (see 
the  quotation  from  the  Engineers  case  referred  to 
supra,  p.  43),  respondents  introduced  evidence  of  the 
savings  alleged  to  result  from  joint  operation  which 
they  claimed  would  be  lost  through  divestment.  This  is 
similar  to  the  evidence  of  increased  expenses  on  segre¬ 
gation  discussed  heretofore  in  connection  with  our  con¬ 
sideration  of  the  retainability  of  an  additional  system 
and  our  discussion  of  Coffman’s  study  and  testimony. 

- - - - — - - 

57 Duquesne  Light  Company,  ...  S.E.C.  ...  (1947),  Holding  Com¬ 
pany  Act  Release  No.  7712,  at  mimeo.  p.  7. 
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Coffman  testified  that  in  his  opinion  the  coordi¬ 
nated  operation  of  Pittsburgh  Railways  with  the  other 
companies  in  the  Philadelphia  Company  system  results 
in  savings  in  excess  of  $98,000  per  year  for  Pittsburgh 
Railways.  No  study  was  made  to  show  what  savings 
are  attributable  to  joint  operation  of  Pittsburgh  Rail¬ 
ways  and  Duquesne  alone,  without  the  gas  properties. 
In  view  of  our  conclusion  that  the  gas  system  must  be 
divested  under  the  standards  of  Section  11(b)(1), 
evidence  of  this  type  would  be  more  pertinent  to  the 
issue  under  consideration.  It  may  be  assumed,  however, 
that  part  of  the  $98,000  is  attributable  to  the  inclusion 
of  the  gas  system  in  the  companies  served  by  the  Gen¬ 
eral  Departments,  and  that  elimination  of  the  gas  sys¬ 
tem  would  reduce  the  figure  claimed. 

We  have  previously  discussed  the  manner  in  which 
the  evidence  of  “substantial  economies”  was  prepared 
and  introduced,  and  have  concluded  that  the  methods 
used  in  its  preparation  and  Coffman’s  inability  to  ex¬ 
plain  and  sustain  his  figures  under  cross-examination 
entitles  his  study  and  testimony  to  very  limited  pro¬ 
bative  effect. 

But  even  if  we  were  to  assume  that  joint  operation 
of  Pittsburgh  Railways  and  Duquesne  would  produce 
savings  for  Pittsburgh  Railways  in  the  neighborhood 
of  $98,000  per  year,  such  savings  would  be  of  little 
significance  when  viewed  in  the  context  of  the  Pitts¬ 
burgh  Railways  system.  In  1946  Pittsburgh  Railways 
had  operating  expense  in  excess  of  $20,200,000.  The 
claimed  increase  in  expense  of  $98,000  would  be  less 
than  forty-nine  hundredths  of  one  percent  of  that 
amount.  We  are  unable  to  find  that  the  saving  of  this 
amount,  even  if  the  figure  were  supported  by  ample 
evidence,  would  be  significant  to  either  investors  or 
consumers,  would  outweigh  the  benefits  inherent  in  con¬ 
fining  the  attention  of  separate  managements  to  the 
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problems  of  their  respective  businesses,  or  justify  the  j 
heterogeneous  association  of  properties.58 

In  weighing  considerations  affecting  the  public  in¬ 
terest  and  the  interests  of  investors  and  consumers,  we ! 
cannot  overlook  the  possibilities  inherent  in  common 
control  of  properties  of  such  a  character  that  transac¬ 
tions  between  them  and  the  conduct  of  their  operations 
may  be  influenced  to  favor  one  property  rather  than 
another  and  the  consequent  potentialities  for  substan-j 
tial  detriment  to  investors,  consumers  and  the  general 
public.  It  has  been  suggested,  for  example,  that  Phila-| 
delphia  Company’s  control  of  Pittsburgh  Railways  may 
have  impeded  or  will  impede  the  natural  growth  of 
motor  bus  service  in  order  to  maintain  and  foster  Du- 

; 

quesne’s  electricity  revenues  from  the  electric  street 
railways,59  and  that  there  may  have  been  or  will  be 
overreaching  in  the  fixing  of  the  rates  charged  Pitts¬ 
burgh  Railways  for  power.  We  do  not  mean  to  intimate 
that  the  evidence  in  the  present  record  proves  that  such 
overreaching  has  in  fact  taken  place.  It  is  enough  to 
point  out  here  the  potentialities  for  such  overreaching 
while  the  properties  remain  under  common  control.  We 
think  these  factors  must  be  given  due  consideration  in 

58To  the  extent  that  claimed  increases  in  expenses  on  segregation 
may  be  given  consideration  in  determining  whether  “other  businesses”! 
may  be  retained  along  with  a  utility  system,  it  would  appear  that  such 
consideration  should  be  focussed  on  the  claimed  increases  which  it  is 
asserted  will  take  place  in  the  “other  business.”  Moreover,  even  if  it 
were  deemed  pertinent  also  to  give  consideration  to  the  claimed  savings 
for  the  utility  system  by  reason  of  joint  control  of  the  utility  system 
and  the  “other  business,”  the  evidence  before  us  would  not  support  any 
findings  in  that  respect.  For,  while  Coffman’s  study  does  include  a  claim 
of  annual  savings  of  $525,000  for  Duquesne  as  a  result  of  the  present 
common  control  of  electric,  gas  and  transportation  properties,  there  id 
nothing  in  his  study  to  indicate  what  savings  he  would  claim  for  Du¬ 
quesne  as  attributable  to  joint  operation  of  Duquesne  with  the  trans¬ 
portation  properties  and  apart  from  the  gas  properties. 

50The  Reorganization  Court  has  recently  ordered  an  independent 
survey  of  the  motor  bus  situation  in  Pittsburgh  to  determine  whether 
the  bus  service  has  had  a  normal  development  and  to  formulate  recom¬ 
mendations  for  changes  in  the  service. 


I 
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determining  whether  a  showing  has  been  made  that 
common  control  of  the  utility  and  transportation  sys¬ 
tems  is  affirmatively  in  the  public  interest  or  for  the 
protection  of  investors  or  consumers. 

We  conclude  ( 1 )  that  we  cannot  find  that  the  oper¬ 
ations  of  Pittsburgh  Railways  are  reasonably  incidental 
or  economically  necessary  or  appropriate  to  the  opera¬ 
tions  of  Duquesne;  and  (2)  that  even  if  the  standard 
of  retainability  contained  in  the  “other  business”  clause 
does  not  require  a  showing  of  a  functional  relationship 
between  the  utility  system  and  the  “other  business” 
sought  to  be  retained,  we  cannot  find  on  the  evidence 
before  us  that  the  continued  retention  of  the  transpor¬ 
tation  properties  under  common  control  with  Duquesne 
is  necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors  or  consumers  and  not 
detrimental  to  the  proper  functions  of  the  Duquesne 
electric  utility  system.  We  must,  therefore,  order  di¬ 
vestment  by  Philadelphia  Company  of  the  transporta¬ 
tion  properties.60 


60Philadelphia  Company  has  argued  that  the  various  guarantees  and 
other  commitments  which  it  has  in  the  Pittsburgh  Railways  system  pre¬ 
vent  our  ordering  a  divestment  of  the  properties  and  require  the  con¬ 
tinued  retention  of  the  transit  system  by  Philadelphia  Company.  This 
argument  is  plainly  without  merit,  for  it  assumes  that  by  means  of  pre¬ 
existing  contracts  the  objectives  of  the  Act  can  be  avoided.  A  similar 
contention  was  made  by  United  Gas  Improvement  Company  (“UGI”)  in 
opposing  the  Commission’s  Section  11(b)  (1)  order  requiring  it  to  divest 
certain  utility  properties.  The  Commission  had  ordered  the  divestment  of 
its  interests  in  The  Hartford  Gas  Company,  New  Haven  Gas  Light  Com¬ 
pany  and  Connecticut  Railway  and  Lighting  Company.  UGI’s  interests 
in  Hartford  Gas  and  New  Haven  Gas  Light  were  held  through  a  sub¬ 
sidiary,  Connecticut  Gas  and  Coke  Securities  Company.  UGI  had  con¬ 
tracts  to  indemnify  Koppers  Company  of  Delaware,  an  unaffiliated  com¬ 
pany,  for  any  payments  made  by  it  under  an  agreement  entered  into 
by  Koppers  to  guarantee  dividends  on  the  preferred  stock  of  Connecticut 
Gas  and  Coke  Securities  Company.  UGI  had  also  guaranteed  the  interest 
on  certain  bonds  of  Connecticut  Railway  and  Lighting  Company.  UGI 
argued,  as  Philadelphia  Company  does  here,  that  no  order  should  be 
issued  with  respect  to  those  companies  until  it  was  first  determined  how, 
if  at  all,  the  contractual  obligations  were  to  be  met.  In  rejecting  this 
argument,  the  Circuit  Court  of  Appeals  for  the  Third  Circuit  stated: 


) 
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B.  Allegheny  County  Steam  Heating  Company 

This  company  owns  and  operates  three  steam  plants 
in  the  downtown  business  section  of  Pittsburgh  furnish-  j 
ing  steam  heating  service  to  certain  buildings.  One  of 
,  the  plants  has  a  physical  connection  with  the  properties 
of  Duquesne,  and  furnishes  steam  for  the  operation  of 
a  generating  station  of  Duquesne,  with  the  exhaust 
steam  being  returned  and  delivered  to  its  customers. 
The  steam  heating  service  makes  it  possible  for  Du¬ 
quesne  to  sell  electricity  to  consumers  who  might  other¬ 
wise  generate  their  own  current  in  connection  with 
their  steam  heating.  We  find  that  the  steam  heating 
business  is  reasonably  incidental  and  economically  ap¬ 
propriate  to  the  electric  utility  operations  of  Duquesne.  i 
Accordingly,  it  may  be  retained  along  with  Duquesne.! 
Cf.  The  North  American  Company,  11  S.E.C.  194,  225 


“.  .  .  the  Commission  is  concerned  only  with  the  status  of  these  com- ! 
panies  under  the  standards  imposed  by  Section  11(b)(1).  The 
points  raised  by  UGI  in  this  connection  are  immaterial  to  the  issues 
presented  on  this  review  for  the  three  companies  are  statutory 
public  utility  companies  and  unless  they  may  be  included  in  some 
integrated  public  utility  system  allowable  to  UGI,  interests  in  them 
may  not  be  retained  by  UGI.  The  fact  that  UGI  has  obligations  in 
respect  to  them  is  a  fact  which  may  not  be  considered  by  the  Com¬ 
mission  in  view  of  the  mandate  imposed  upon  the  Commission  by  the 
statute.”  United  Gas  Improvement  Co.  v.  S.  E.  C.f  138  F.  2d  1010,! 
1018  (1943). 

Philadelphia  Company  has  also  argued  that  in  view  of  the  trustee¬ 
ship  and  the  uncertainty  of  the  extent  of  its  participation  in  any  reor¬ 
ganization  plan,  Philadelphia  Company  is  not  now  in  a  position  to  pro¬ 
ceed  with  divestment  of  its  interest  in  Pittsburgh  Railways,  and  that 
we  should  therefore  not  order  divestment  at  this  time.  In  a  proceeding 
of  this  type,  we  are  not  concerned  with  the  manner  in  which  the  required 
divestments  eventually  take  place,  nor  with  the  timing  of  these  divest¬ 
ments. 

Although  the  Act  seeks  compliance  with  the  standards  of  Section  11, 
“as  soon  as  practicable,”  our  order  herein  is  not  enforceable  for  one  year, 
and  allowance  is  made  in  the  statute  for  additional  delay  upon  good 
cause  shown.  See  North  American  Company  v.  Securities  and  Exchxmge\ 
Commission,  327  U.  S.  686  (1946).  We  are  concerned  here  only  with 
applying  the  standards  of  Section  11  to  the  existing  system  in  order  to 
define  the  steps  which  must  be  taken  in  order  to  achieve  compliance  with 
the  statute.  The  timing  of  such  steps  and  the  manner  of  carrying  them 
out  will  be  the  subject  of  future  consideration.  j 
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(1942) ;  Engineers  Public  Service  Company ,  14  S.E.C. 
41,  76-77  (1942) ;  Cities  Service  Power  &  Light  Com¬ 
pany,  14  S.E.C.  28  ( 1943 ) ;  American  Gas  &  Electric 

Company,  .  S.E.C .  (1945),  Holding  Company 

Act  Release  No.  6333. 

C.  Cheswick  and  Harmar  Railroad  Company 

In  connection  with  its  acquisition  in  1916  of  the 
Harwich  Coal  Mine,  Duquesne  also  acquired  Cheswick 
and  Harmar  which  operates  a  steam  railway  from  the 
mine  head  to  Duquesne’s  Colfax  plant,  1%  miles  away. 
The  railway  is  used  almost  exclusively  for  hauling  coal 
from  the  mine  to  the  generating  station,  and  as  such  is 
directly  related  to  the  electric  utility  operations  and 
may  be  retained.  Cf.  The  North  American  Company,  11 
S.E.C.  194,  227  (1942). 

D.  Equitable  Real  Estate  Company 

This  company  owns  various  real  estate  properties 
most  of  which  are  used  by  the  companies  in  the  Phila¬ 
delphia  Company  system.  The  principal  property  is  the 
Central  Building  in  Pittsburgh,  occupied  as  central 
offices  by  all  the  system  companies  and  by  the  Trustees 
of  Pittsburgh  Railways.  It  also  owns  the  building  used 
as  the  main  garage  of  Motor  Coach  and  as  headquarters 
for  Equitable  Auto  and  manages  a  building  owned  by 
Duquesne  and  used  for  offices,  storage  and  as  a  sub¬ 
station. 

While  a  portion  of  the  properties  and  operations  of 
Equitable  Real  Estate  appear  to  be  reasonably  inci¬ 
dental  to  the  operations  of  Duquesne  and  could  be  re¬ 
tained  along  with  it  ( Cf .  American  Gas  and  Electric 
Company,  supra;  The  North  American  Company,  supra, 
at  p.  223;  Washington  Railway  and  Electric  Company, 

......  S.E.C .  (1947),  Holding  Company  Act  Release 

No.  7410),  the  remainder  are  related  to  the  gas  and 
transportation  properties  which  we  have  found  must  be 
divested  and  we  assume  that  steps  taken  to  dispose  of 
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these  latter  properties  will  include  disposition  of  the  ! 
related  real  estate  properties.  Under  the  circumstances, 
we  believe  it  unnecessary  at  this  time  to  attempt  to  • 
issue  any  order  defining  the  properties  of  this  company 
which  must  be  divested.  Cf.  The  North  American  Com-  j 
pany,  supra,  at  p.  223.  We  will  instead  reserve  jurisdic-  j 
tion  to  consider  the  applicability  of  Section  11(b)  (1)  | 
to  this  company  at  such  future  time  as  appears  appro- ! 
priate. 

E.  Equitable  Auto  Company 

This  company  is  a  registered  service  company  and 
is  also  subject  to  the  jurisdiction  of  the  Pennsylvania: 
Public  Service  Commission  as  a  contract  carrier.  It! 
maintains  and  in  certain  cases  supervises  the  use  of 
automotive  equipment  for  various  companies  in  the 
Philadelphia  system.  It  also  owns  and  leases  automotive 
equipment  to  these  companies.  Over  half  its  revenue 
is  derived  from  Motor  Coach  for  whom  it  maintains  a 
motor  bus  fleet.  It  also  maintains  special  purpose  equip¬ 
ment  for  the  various  companies,  and  owns  equipment, 
such  as  cars  used  for  meter  reading,  which  can  be 
utilized  by  more  than  one  company. 

The  operations  of  Equitable  Auto  appear  to  be  re¬ 
lated  in  varying  degrees  to  the  operations  of  the  various 
companies  in  the  system  as  now  constituted.  However,: 
as  with  Equitable  Real  Estate,  it  may  be  assumed  that 
the  disposition  of  non-retainable  properties  in  the  sys¬ 
tem  will  carry  with  it  the  disposition  of  the  portion  of 
Equitable  Auto  which  relates  to  such  non-retainable 
properties.  Accordingly,  we  shall  issue  no  order  at  this 
time  with  respect  to  Equitable  Auto  and  shall  reserve 
jurisdiction  with  respect  to  it. 

F.  Kentucky  West  Virginia  Gas  Company 

This  company  operates  natural  gas  fields  in  east¬ 
ern  Kentucky  and  is  the  major  supply  source  of  Equi- 
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table.  Over  80  percent  of  its  production  is  sold  to  Pitts¬ 
burgh  W.  Va.  representing  about  63  percent  of  that 
company’s  total  gas  supply.  In  turn,  88  percent  of  the 
total  gas  produced  and  purchased  by  Pittsburgh  W.  Va. 
is  sold  to  Equitable  and  these  purchases  by  Equitable 
constitute  82  percent  of  its  total  gas  supply.  The  opera¬ 
tions  of  Ky.  W.  Va.  are  thus  reasonably  incidental  to 
the  operations  of  the  integrated  gas  utility  system  and 
may  be  retained  in  connection  therewith.  There  is  no 
evidence  that  the  company  is  in  any  way  related  to  the 
electric  utility  operations  of  Duquesne  and  (except  as 
incidental  to  the  gas  system)  no  claim  that  it  may  be 
retained  along  with  Duquesne.  Accordingly,  since  our 
order  will  require  divestment  by  Philadelphia  Company 
of  the  gas  system,  it  will  also  require  divestment  of  this 
company. 

G.  FinleyviUe  Oil  and  Gas  Company 

This  small  gas  producing  company  operates  near 
Pittsburgh  and  adjacent  to  the  operations  of  Equitable. 
It  has  some  retail  distribution  lines.  It  has  been  pro¬ 
posed  that  FinleyviUe  sell  its  natural  gas  properties  to 
Equitable,  after  which  FinleyviUe  will  be  liquidated. 
WhUe  it  appears  that  the  properties  of  the  company 
are  related  to  the  operations  of  the  gas  system  and  may 
be  retained  therewith,  there  is  no  evidence  of  any  re¬ 
lationship  between  FinleyviUe  and  the  electric  utility 
system.  Accordingly,  our  order  wiU  require  divestment 
of  this  company  from  common  control  with  the  electric 
utUity  system. 

H.  Philadelphia  Oil  Company 

This  company  was  organized  for  the  purpose  of 
acquiring  and  operating  oil  wells  which  were  discovered 
by  other  companies  of  the  Philadelphia  system  inci¬ 
dental  to  their  explorations  for  natural  gas.  Oil  wells 
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developed  by  the  gas  companies  are  turned  over  at  cost, 
and  similarly  any  gas  wells  discovered  by  Philadelphia 
Oil  are  turned  over  to  the  gas  companies  at  cost.  We 
find  that  its  operations  are  reasonably  incidental  to  the 
operations  of  the  gas  utility  system  and  may  be  retained 
in  connection  therewith  (see  Columbia  Gas  &  Electric 

Corporation,  .  S.E.C .  (1944),  Holding  Company 

Act  Release  No.  5455 ) ;  however,  it  is  in  no  way  related 
to  the  electric  utility  system  and  must  be  divested  from 
common  control  with  Duquesne.  j 

i 

I 

I.  Equitable  Sales  Company 

Since  this  company  is  presently  in  process  of  liquid 
dation,  it  appears  unnecessary  to  make  any  findings 
concerning  its  retainability  and  our  order  will  merely 
reserve  jurisdiction  with  respect  to  it. 

IV.  THE  REQUIREMENTS  OF  SECTION  11(b)(2) 

We  have  thus  far  considered  the  applicability  of 
the  geographical  integration  provisions  of  Section  11 
(b)(1)  to  the  Philadelphia  Company  holding  company 
system  and  have  concluded  that  under  those  provisions 
Philadelphia  Company  can  retain  only  the  integrated 
electric  utility  system  of  Duquesne  together  with  the 
related  “other  businesses”  of  Allegheny  County  Steam 
Heating  Company,  Cheswick  and  Harmar  Railroad  Com¬ 
pany,  and  perhaps  a  part  of  the  present  properties  and 
operations  of  Equitable  Real  Estate  and  Equitable 
Auto.  Our  order  instituting  these  proceedings  also  raised 
as  one  of  the  issues  to  be  determined  herein  the  applica¬ 
bility  to  the  system  of  the  corporate  simplification  pro¬ 
visions  of  Section  11(b)  (2). 

! 

Section  11(b)(2)  directs  the  Commission  to  re¬ 
quire  each  registered  holding  company  and  each  sub¬ 
sidiary  company  thereof  to  “take  such  steps  as  the 
Commission  shall  find  necessary  to  ensure  that  the  cor- 

i 

i 

i 
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porate  structure  or  continued  existence  of  any  company 
in  the  holding-company  system  does  not  unduly  or  un¬ 
necessarily  complicate  the  structure,  or  unfairly  or  in¬ 
equitably  distribute  voting  power  among  security  hold¬ 
ers,  of  such  holding-company  system.” 

Upon  accomplishing  the  divestments  required  under 
Section  11(b)(1),  Philadelphia  Company’s  remaining 
holdings  will  consist  of  the  electric  properties  of  Du- 
quesne  together  with  the  steam  heating  business  of 
Allegheny,  the  lYi  mile  railroad  of  Cheswick  and  Har- 
mar  and  perhaps  certain  real  estate  and  automotive 
operations  of  Equitable  Real  Estate  and  Equitable  Auto, 
respectively.  Philadelphia  Company  has  presented  no 
substantial  reasons  why  it  should  continue  its  corporate 
existence  under  such  circumstances,  and  we  cannot  find 
any.  On  the  contrary,  such  continuation  of  the  holding 
company  over  one  operating  utility  company  and  some 
relatively  minor  incidental  businesses  would  itself  con¬ 
stitute  an  unnecessary  complexity  in  the  Philadelphia 
Company  holding  company  system  in  violation  of  Sec¬ 
tion  11(b)  (2). 61 

In  Columbia  Gas  &  Electric  Corporation, 62  in  re¬ 
ferring  to  certain  inactive  subsidiaries  at  the  base  of 
a  holding  company  system,  we  pointed  out  that  the 
continued  existence  of  companies  which  serve  no  useful 
purpose  “may  well  be  considered,  on  any  functional 
basis,  to  complicate  unduly  and  unnecessarily  the  struc¬ 
ture  of  applicant’s  holding  company  system.”  In  Elec¬ 
tric  Bond  and  Share  Company /3  after  citing  the  Colum¬ 
bia  Gas  case,  we  stated: 


61We  note  that  counsel  for  the  Philadelphia  Company  6%  Cumula¬ 
tive  Preferred  Stockholders  Protective  Committee,  who  have  generally 
supported  respondents’  position  in  these  proceedings,  expressed  the  view, 
in.  their  reply  brief,  that  “If  the  gas  and  electric  properties  are  not 
retainable  together,  then  (the  traction  properties  aside)  Philadelphia 
Company’s  existence  should  be  terminated.” 

«28  S.E.C.  443,  464  (1941). 

639  S.E.C.  978,993  (1941). 
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“It  is  evident  that  where  .  .  .  the  unit  in  question 
constitutes  a  major  tier  in  a  pyramided  holding 
company  structure,  the  complicating  effects  of  its 
continued  existence  are  not  only  sharply  magnified 
but  are  malignant  rather  than  passive  in  charac¬ 
ter.” 

We  expressed  a  similar  view  in  Engineers  Public 
Service  Company  in  approving  a  plan  under  Section 
11(e)  as  necessary  to  effectuate  the  purposes  of  Sec¬ 
tion  11(b)  (2)  where  the  plan  provided  for  the  liqui¬ 
dation  of  a  holding  company  which  would  otherwise 
have  continued  in  existence  over  only  one  operating 
utility  system.  In  that  case  the  management  itself  conr 
ceded  that  the  continued  existence  of  the  holding  comr 
pany  over  a  single  operating  company  would  be  an 
“economic  monstrosity”  and  we  expressly  found  “that 
the  presence  of  Engineers  would  unduly  complicate  the 
structure  of  the  system  and  that  it  would,  therefore, 
come  within  the  prohibition  of  Section  11(b)(2).”64  ' 

Coffman  in  his  study  estimated  that  annual  ex¬ 
penses  for  Philadelphia  Company  after  segregation,  as¬ 
suming  its  continuance  as  a  holding  company  over  the 
electric  system  and  Equitable  Real  Estate,  would 
amount  to  $390,697,  a  decrease  of  $26,255  from  its  pres¬ 
ent  expenses.  He  stated  that  the  “principal  justification” 
for  its  continuation  “would  be  the  large  holdings  of 
Philadelphia  Company  in  the  electric  group  and  the  real 
estate  company.”  But,  as  we  have  indicated,  only  the 
portion  of  Equitable  Real  Estate  which  is  related  to 
the  operations  of  the  electric  utility  system  could  be 
retained  along  with  it  and  no  reason  has  been  shown 
why  any  such  retainable  interest  might  not  be  held 
directly  by  Duquesne.  Similarly,  no  reason  has  been 
asserted  to  bar  the  direct  holding  by  Duquesne  of  what- 

«4...  S.E.C.  ...  (1946),  Holding  Company  Act  Release  No.  7041, 
mimeo.  p.  18. 
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ever  automotive  operations  are  to  be  retained  and  of 
the  iy4  mile  railroad  of  Cheswick  and  Harmar;  and 
the  steam  heating  business  of  Allegheny  is  now  a  direct 
subsidiary  of  Duquesne. 

While  we  cannot  ascertain  the  exact  dollar  amount 
of  savings  which  would  accrue  to  security  holders 
through  elimination  of  Philadelphia  Company,  it  is 
clear  that  substantial  savings  would  be  effected. 

Philip  A.  Fleger,  Philadelphia  Company’s  executive 
vice-president  and  its  principal  witness  on  matters  per¬ 
taining  to  operations,  testified  that  after  segregation 
Philadelphia  Company  as  a  holding  company  over  the 
electric  system  would  devote  itself  primarily  to  “mat¬ 
ters  of  financial  policy.”  He  stated  that  “a  more  efficient 
functional  setup”  would  be  had  if  there  were  “a  holding 
company  organization”  over  the  electric  system  “which 
can  give  primary  attention  to  questions  of  investment 
policy  and  financial  policy  for  the  various  subsidiary 
companies.”  He  further  stated  that  it  was  his  opinion 
that,  if  upon  segregation  Philadelphia  Company  were 
dissolved,  Duquesne  would  have  to  “make  some  substan¬ 
tial  additions  to  its  executive  organization  in  order  to 
be  able  to  adequately  handle  the  financial  problems 
which  are  inherent  in  an  operation  of  that  magnitude.” 

We  cannot  find  that  the  financial  services  which  it 
is  suggested  Philadelphia  Company  could  render  to  the 
electric  system  constitute  a  sufficient  justification  for 
continuation  of  the  holding  company.  In  the  first  place, 
we  can  see  no  reason  why  an  organization  of  the  magni¬ 
tude  of  the  electric  system  could  not  handle  its  own 
financial  problems.  Secondly,  Fleger’s  own  testimony 
itself  indicates  that  after  segregation  Philadelphia 
Company  would  not  perform  financial  services  for  its 
remaining  subsidiaries  sufficient  to  justify  its  continu¬ 
ation  on  this  basis  alone.  Fleger  stated  that  he  did  not 
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visualize  that  after  segregation  Philadelphia  Company 
would  itself  render  “any  substantial  amount  of  direct 
financial  assistance”  to  Duquesne,  either  by  providing 
it  with  additional  capital  or  by  making  loans  to  it.65 
Moreover,  although  Philadelphia  Company  has  employed 
a  financial  adviser  for  the  past  five  years  at  an  annual 
salary  of  $10,000,  Duquesne  found  it  necessary,  in  con¬ 
nection  with  its  recent  refinancing,  to  retain  an  outside 
financial  adviser. 

In  further  support  of  the  contention  that  we  should 
not  order  its  dissolution,  Philadelphia  Company  has 
also  pointed  to  its  historic  relationship  with  its  subsid-i 
iaries  and  the  part  it  has  played  in  their  development. 
A  similar  argument  was  presented  to  us  in  the  Section 
11(b)  proceedings  involving  the  Electric  Bond  and 
Share  Company  system.  What  we  there  said  in  rejecting 
the  argument  seems  equally  apposite  as  a  statement  of 
our  reasons  for  rejecting  it  here : 

“We  do  not  agree  that  in  order  to  judge  wheth-| 
er  a  company  presently  constitutes  an  undue  and 
unnecessary  complexity  in  a  holding  company  sys¬ 
tem  or  whether  its  continued  existence  or  corporate 
structure  unfairly  and  inequitably  distributes  vot¬ 
ing  power  among  the  security  holders  of  the  sys¬ 
tem,  we  must  be  guided  by  the  situation  as  it 
existed  during  the  formative  years  of  the  utility 
industry.  Congress,  aided  by  competent  govemmen- 

'I 

65He  stated  that  it  was  “conceivable”  that  it  might  be  “advanta¬ 
geous”  and  “possible”  for  Philadelphia  Company  “to  give  direct  financial 
assistance  from  time  to  time”  to  the  “auxiliary  companies”  in  the  electric 
system  and  to  Equitable  Real  Estate.  But,  as  we  have  pointed  out,  the 
scope  of  operations  of  the  “auxiliary  companies”  which  are  retainable 
with  the  electric  system  (which  would  include  at  a  maximum  the  steam 
heating  business  of  Allegheny,  the  1^4  mile  railway  from  a  coal  mine  to 
a  generating  station,  and  the  limited  operations  of  Equitable  Real  Estate 
and  Equitable  Auto)  are  relatively  of  very  minor  significance  and  could 
not  possibly  justify  the  continuance  of  Philadelphia  Company  at  an  an¬ 
nual  cost  of  anything  like  the  $390,697  which  Coffman  estimated  would 
be  incurred  for  that  purpose. 
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tal  agencies,  made  a  sufficient  examination  of  the 
past  activities  and  benefits  of  holding  companies; 
its  findings  are  set  forth  at  the  head  of  the  statute 
which  we  are  charged  with  the  duty  of  administer¬ 
ing. 

***** 

“There  is  no  necessity  to  question  that  during 
the  period  of  30  odd  years  since  acquisition  of  the 
first  of  the  present  National  properties  by  Bond 
and  Share  there  may  have  been  improvement  in 
efficiency  and  economy  of  operation,  some  lowering 
of  electric  rates,  extension  of  the  areas  of  service, 
and  an  increase  in  the  use  of  electricity  per  cus¬ 
tomer  and  in  the  aggregate.  There  is  no  evidence 
in  the  record,  however,  that  such  improvements 
were  more  noticeable  in  the  Bond  and  Share  system 
than  elsewhere,  and  it  is  idle  to  speculate  whether 
the  course  of  technical  development  of  the  industry 
in  general  or  of  any  particular  properties  might 
have  been  at  a  different  pace  if  the  phenomenon  of 
holding  company  control  had  not  arisen. 

“In  any  event  we  are  unable  to  find  in  these 
portions  of  the  record  any  justification  for  the  con¬ 
tinued  existence  of  National.  In  the  first  place, 
whatever  contribution  may  have  been  made  in  the 
formative  stage  of  the  industry  can  hardly  be  sig¬ 
nificant  at  present,  when  the  pioneering  stage  has 
definitely  been  passed  and  other  and  different 
problems  are  present.  Whatever  may  have  been 
the  situation  in  the  past,  there  is  no  indication  that 
any  of  the  operating  companies  will  be  in  a  position 
of  requiring,  or  that  National  will  be  in  a  position 
to  furnish,  any  benefits  in  the  future.  Secondly,  to 
the  extent  that  holding  company  benefits  may  have 
been  conferred  in  the  past  it  is  clear  from  the  above 
discussion  of  the  functional  nature  of  National 
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that  such  benefits  could  not,  by  the  very  nature  of  I 
National’s  organization,  have  been  derived  from  I 
it”66  | 

We  therefore  find  that  the  continued  existence  of  i 
Philadelphia  Company  as  a  holding  company  over  only 
a  single  operating  utility  system  and  the  relatively  j 
minor  incidental  businesses  which  we  have  found  could  | 
be  retained  along  with  the  electric  system  would  con-  j 
stitute  an  unnecessary  complexity  in  the  structure  of  j 
the  Philadelphia  Company  holding  company  system  ! 
and,  accordingly,  that  we  must  order  its  dissolution.67 

In  view  of  our  findings  and  conclusions  in  this  re-  j 
spect,  we  find  it  unnecessary  to  pass  upon  the  conten-  ! 
tions  advanced  by  the  staff  that  certain  other  aspects  j 
of  the  Philadelphia  Company  system  also  constitute  j 
unnecessary  complexities  or  inequitable  distributions  of 
voting  power  among  the  security  holders  of  the  system 
which  require  dissolution  of  Philadelphia  Company.68 

66 Electric  Bond  and  Share  Company,  9  S.E.C.  978,  1000-2  (1941). 

6  7 As  previously  noted,  Philadelphia  Company  has  stated  that,  if  the 
electric  and  gas  properties  may  not  be  retained  in  a  single  system,  then  j 
it  elects  to  retain  Duquesne  as  its  principal  system.  We  have  accordingly 
limited  our  consideration  of  the  possible  continuation  of  Philadelphia  j 
Company  over  a  single  integrated  public  utility  system  plus  the  retain¬ 
able  incidental  businesses  to  its  continuation  over  the  electric  system.  We 
note,  however,  that  it  has  not  been,  nor  could  it  be,  contended  that  Phila-  j 
delphia  Company  would  be  necessary  to  coordinate  the  gas  properties,  j 
since  it  appears  that  the  gas  system  could  be  effectively  operated  as  a  J 
unit  through  the  medium  of  Pittsburgh  W.  Va.,  which  is  itself  a  gas  j 
subholding  company,  or  through  one  of  the  other  companies  in  the  group. 

fl8Although  we  thus  find  it  unnecessary  to  reach  any  definitive  con¬ 
clusions  as  to  what  action  might  otherwise  be  required  in  the  Philadel¬ 
phia  Company  system  under  Section  11(b)(2),  we  do  note  that  the  I 
system  appears  to  contain  numerous  additional  undue  and  unnecessary  ! 
complexities  which,  if  dissolution  of  Philadelphia  Company  were  not  to  j 
take  place,  would  at  least  require  substantial  steps  to  be  taken  to 
achieve  compliance  with  Section  11(b)(2).  Among  the  most  important 
of  such  complexities  are: 

(1)  Philadelphia  Company’s  capital  structure  which,  as  previously 
noted,  consists  of  two  classes  of  debt,  including  $47,538,000  principal 
amount  of  4*4  %  bonds,  and  four  classes  of  preferred  stock,  two  of  which 
are  non-callable  and  all  of  which  bear  the  relatively  high  dividend  rates 

i 

i 

j 

I 
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i 
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V.  PHILADELPHIA  COMPANY’S  SECTION  11(e) 

PLAN 

Concurrently  with  the  filing  of  its  answer  in  these 
proceedings  on  February  10,  1947,  Philadelphia  Com- 
pany  also  filed  what  purports  to  be  a  plan  under  Section 
11(e)  of  the  Act.  Section  11(e)  provides  that  any 
registered  holding  company  or  subsidiary  thereof  may 
submit  to  the  Commission  a  plan  for  compliance  with 
the  provisions  of  Section  11(b).  On  September  15, 
1947,  after  the  hearings  in  these  proceedings  had  been 
completed,  Philadelphia  Company  filed  an  amendment 
to  its  plan. 

When  the  hearings  convened  on  February  25,  1947, 
Philadelphia  Company  filed  a  motion  to  stay  the  Section 
11(b)  proceedings  pending  consideration  and  disposi¬ 
tion  of  its  plan.  We  denied  that  motion  in  a  Memo¬ 
randum  Opinion  issued  on  February  28,  1947,  in  which 
we  stated  that  “without  now  deciding  whether  what  is 
contained  in  Philadelphia’s  answer  can  be  properly 
regarded  as  a  plan  filed  under  Section  11(e)  of  the  Act, 
it  is  appropriate  that  the  issues  raised  by  such  answer 
be  considered  in  these  consolidated  proceedings.”69 

On  April  4,  1947,  Philadelphia  Company  filed  a  mo¬ 
tion  to  consolidate  the  11(b)  proceedings  with  those 


of  6%  and  5%.  To  provide  funds  to  meet  these  interest  and  dividend 
payments,  it  has  apparently  become  necessary  for  Philadelphia  Company 
to  call  upon  its  subsidiary,  Duquesne,  to  pay  up  to  it  as  common  stock 
dividends  an  inordinately  high  percentage  of  Duquesne’s  net  income. 
While  there  is  some  dispute  about  the  appropriateness  of  certain  adjust¬ 
ments  which  have  been  made  by  the  staff  in  its  computations,  the  com¬ 
pany  itself  concedes  that  such  payments  constituted  at  least  99.25%  of 
net  income  applicable  to  common  stock  in  1945,  and  98.73%  in  1946. 
During  the  nine-year  period  1938  to  1946,  the  company  concedes  that 
the  average  dividend  payment  was  95.47%  of  the  applicable  net  income. 

(2)  The  intricate  arrangement  of  guarantees  by  Philadelphia  Com¬ 
pany  of  securities,  leases  and  operating  agreements  of  the  companies  in 
the  Pittsburgh  Railways  System. 

(3)  The  large  earned  surplus  deficit  of  Equitable,  which  as  of 
December  31,  1946,  amounted  to  $41,589,000. 

69. . .  S.E.C.  . . .  (1947),  Holding  Company  Act  Release  No.  7239. 
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on  its  plan  and  to  defer  the  entry  of  any  order  under  j 
Section  11(b)  until  after  our  consideration  and  deter¬ 
mination  with  respect  to  the  plan.  We  entered  an  order 
of  consolidation  on  May  5, 1947,  but  reserved  our  ruling 
on  the  question  of  deferment  “until  the  conclusion  of 
the  consolidated  hearings”  at  which  time  we  stated  we 
“will  dispose  of  this  part  of  the  motion  in  connection  j 
with  our  consideration  of  the  entire  proceedings.”70 

Philadelphia  Company’s  amended  Section  11(e)  j 
plan  provides  in  substance  as  follows:  ; 

1)  The  natural  gas  properties  of  Philadelphia  Com¬ 
pany  presently  leased  to  and  operated  by  Equitable  will 
be  transferred  to  Equitable,  and  the  lease  arrangements  i 
between  the  two  companies  will  be  terminated. 

2)  The  capital  stock  of  Equitable  will  be  trans¬ 

ferred  from  Pittsburgh  W.  Va.  to  Philadelphia  Com¬ 
pany.  Pittsburgh  W.  Va.  will  thus  cease  to  be  a  holding  j 
company.  j 

3)  Equitable  will  be  recapitalized.  In  this  recapi-  j 
talization  it  will  issue  $14,000,000  principal  amount  of  ! 
first  mortgage  bonds  to  Philadelphia  Company  which  j 
the  latter  proposes  to  use  for  retiring  part  of  its  out¬ 
standing  debt  or  preferred  stock,  or  for  other  purposes.71 

4)  Pittsburgh  W.  Va.  and  Ky.  W.  Va.  will  be  re- j 
capitalized,  in  connection  with  which  the  present  inter¬ 
company  indebtedness  in  the  gas  group  will  be  elimi¬ 
nated  and  two  companies  in  this  group — Philadelphia! 
Oil  and  Finleyville — will  be  dissolved. 

«  j 

5 )  Simplification  of  the  corporate  structure  and  or- ; 

ganization  of  the  Pittsburgh  Railways  system  will  be 
_ _  ■  ! 

70. . .  S.E.C.  . . .  (1947),  Holding  Company  Act  Release  No.  7381.  i 
71This  provision  has  apparently  been  changed,  since  in  a  recent 
filing  the  company  has  proposed  that  Equitable  sell  to  the  public  the 
$14,000,000  principal  amount  of  bonds  and  turn  over  the  proceeds  thereof 
to  Philadelphia  Company.  See  footnote  73,  infra .  j 


j 


j 
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effected  in  the  reorganization  proceedings  now  pending 
in  the  District  Court. 

6)  Upon  completion  of  these  and  certain  other 
minor  steps,  Philadelphia  Company  states  that  it  plans 
to  refinance  or  refund  its  remaining  debt  and  preferred 
stock. 

It  is  apparent  that  the  net  effect  of  the  amended 
plan  would  be  to  eliminate  some  of  the  complexities 
within  the  system  but  that  it  expressly  contemplates 
the  continued  existence  of  Philadelphia  Company  and 
its  present  common  control  of  the  electric,  gas,  trans¬ 
portation  and  other  properties.72  It  would  in  no  way 
deal  with  the  system’s  major  problems  under  Section 
11(b)  (1) — i.e.,  the  necessity  for  segregating  the  elec¬ 
tric,  gas  and  transportation  properties — or  with  the 
necessity  for  dissolution  of  Philadelphia  Company  under 
Section  11(b)  (2).  Thus,  even  if  we  approved  the  plan 
and  all  the  transactions  contemplated  therein  were  fully 
consummated,  Philadelphia  Company  would  still  have 
taken  no  steps  toward  accomplishing  any  of  the  divest¬ 
ments  required  under  Section  11(b)(1)  or  its  own 
dissolution  which  we  have  found  to  be  required  under 
Section  11(b)(2).  We  accordingly  find  that  the  com¬ 
pany’s  plan  would  not  constitute  compliance  with  the 
requirements  of  Sections  11(b)(1)  and  11(b)(2). 
Under  such  circumstances,  the  Act  requires  us  to  enter 
appropriate  orders  under  those  Sections  directing  the 
company  to  take  such  action  as  is  necessary  to  achieve 
such  compliance. 

In  addition,  there  is  serious  doubt  whether  the  pur¬ 
ported  plan  in  its  present  form  can  properly  be  viewed 
as  a  Section  11(e)  plan  at  all,  since  it  is  so  general  in 


72TJnder  the  amended  plan  Philadelphia  Company  would  continue 
with  nine  direct  subsidiaries,  consisting  of  one  electric  utility  company, 
two  gas  utility  companies,  and  six  non-utility  companies. 
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its  terms  as  to  suggest  that  it  does  not  represent  any¬ 
thing  more  than  an  outline  of  steps  which  the  company 
contemplates  taking  at  some  indefinite  future  time  to 
effect  various  corporate  changes  among  the  companies 
in  its  system  without  any  detailed  specification  as  to  j 
how  or  when  those  steps  are  to  be  carried  out.  It  would  I 
appear  necessary  as  a  minimum  that  such  additional 
specification  be  filed  with  respect  to  each  of  the  steps  I 
which  the  company  desires  to  accomplish.  This  could, 
of  course,  be  done  by  separate  applications  for  such 
steps  and  the  company  has,  in  fact,  proceeded  along 
those  lines  with  respect  to  some  of  them.73 

In  support  of  its  motion  that  we  should  defer  entry 
of  any  order  under  Section  11(b)  until  after  our  con¬ 
sideration  and  determination  with  respect  to  its  plan, 
Philadelphia  Company  relies  on  certain  language  of  the 
Supreme  Court  in  American  Power  &  Light  Company  v. 

S.  E.  C.74  It  points  to  the  statement  in  the  majority 

73There  is  presently  pending  before  us  an  amended  application- 
declaration  filed  by  Philadelphia  Company,  Pittsburgh  W.  Va.,  Equitable 
and  Finleyville,  which  includes  the  following  major  transactions: 

1.  The  transfer  as  a  dividend  in  kind  by  Pittsburgh  W.  Va.  to  Philadel-  j 
phia  Company  of  its  holdings  of  Equitable  capital  stock,  certain 
promissory  notes  and  interest  thereon. 

2.  The  recapitalization  of  Equitable. 

3.  The  transfer  by  Philadelphia  Company  to  Equitable  of  the  natural 
gas  properties  of  Philadelphia  Company  now  leased  to  and  operated 
by  Equitable,  together  with  certain  notes,  capital  stock  and  accounts 
of  Equitable,  the  public  sale  of  $14,000,000  principal  amount  of  bonds 
by  Equitable,  and  the  delivery  by  Equitable  to  Philadelphia  Company 
of  the  proceeds  of  such  issue  together  with  certain  shares  of  its  com¬ 
mon  stock. 

4.  The  retirement  by  Philadelphia  Company  with  the  proceeds  so  received 
of  all  of  its  outstanding  $6.00  cumulative  preference  stock  and  a  I 
portion  of  its  outstanding  4%%  collateral  trust  sinking  fund  bonds. 

A  fuller  statement  of  the  proposed  transactions  may  be  found  in 
our  notices  of  and  orders  for  hearing  on  this  application-declaration. 
Holding  Company  Act  Releases  Nos.  8008,  8143  (March  3  and  April  19, 
1948). 

We  recently  permitted  to  become  effective  a  declaration  filed  by  Ky. 

W.  Va.  and  its  affiliate,  Louisville  Gas  and  Electric  Company,  covering, 
inter  alia ,  the  retirement  of  Ky.  W.  Va.’s  outstanding  first  preferred 
stock.  Holding  Company  Act  Release  No.  8176  (April  30,  1948). 

74S29  U.S.  90  (1946). 

| 
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opinion  where  the  Court,  in  rejecting  the  contention 
that  the  Commission  had  erred  in  refusing  to  defer 
entry  of  its  order  under  Section  11(b)(2)  until  after 
it  had  fully  considered  a  purported  11(e)  plan,  said 
(329  U.  S.  at  p.  119-120) : 

“We  assume  that  the  commission  will  give  due 
consideration  to  any  plans  that  are  filed  under  §  11 
(e)  before  it  enters  a  §  11(b)  (2)  order.  If  it  finds 
that  such  plans  may  have  merit  and  may  effectuate 
the  policies  of  §  11(b)(2),  the  principles  of  or¬ 
derly  administration  would  dictate  that  entry  of 
the  §  11(b)(2)  order  be  deferred  until  full  hear¬ 
ings  are  had  with  respect  to  the  plans.  ...  It  might 
then  become  apparent  that  an  involuntary  order 
under  §  11(b)  (2)  would  be  unnecessary  and  stat¬ 
utory  compliance  could  be  worked  out  solely  under 
§  11(e).”75 

We  find  no  support  for  Philadelphia  Company's 
motion  in  the  quoted  language  since  we  have  already 
considered  the  company’s  plan  and  have  concluded  that 
it  would  not  constitute  full  compliance  with  the  require¬ 
ments  of  Section  11(b)  (1)  or  11(b)  (2)  and  that  we 
must  accordingly  enter  appropriate  orders  directing  the 
taking  of  such  steps  as  are  required  to  achieve  such 
compliance.  And  reference  to  the  next  sentence  in  the 
Court’s  Opinion  in  the  American  Power  &  Light  case 
makes  it  clear  beyond  any  question  that  the  Court  did 
not  intend  that  entry  of  an  11(b)  order  should  be 
deferred  under  facts  similar  to  those  presented  here. 
The  Court  stated  (329  U.  S.  at  p.  120) : 

"But  where  consideration  leads  the  Commission  to 
the  conclusion  that  the  plans  on  their  face  are  in- 


7  5 Although  the  Court  discusses  the  interrelation  of  plans  under 
Section  11(e)  and  orders  under  Section  11(b)(2),  we  assume  that  the 
same  reasoning  would  apply  to  orders  under  Section  11(b)  (1). 
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complete,  inadequate  and  unlikely  to  satisfy  the\ 
statutory  standards,  or  where  the  plans  are  found! 
to  have  been  filed  solely  for  purposes  of  delay,  it  | 
would  be  contrary  to  the  statutory  policy  of  prompt  I 
action  to  require  the  Commission  to  hold  hearings 
on  the  plans  before  entering  a  §  11(b)(2)  order.” 
(Emphasis  added)76 

Accordingly  we  find  no  reason  for  deferring  entry 
of  our  order  under  Section  11(b),  and  we  will  deny 
that  portion  of  Philadelphia  Company’s  motion  which 
requests  such  deferment.77 

Although  the  plan  purports  to  have  been  filed  in  an 
endeavor  to  achieve  full  compliance  with  the  require¬ 
ments  of  Section  11(b) ,  we  have  found  that  it  does  not 
accomplish  that  purpose  and  have  in  this  Opinion  de-i 
fined  those  requirements  in  detail.  Under  such  circum¬ 
stances  we  believe  that  it  would  be  inappropriate  to 
attempt  to  reach  any  further  conclusions  with  respect 
to  the  merits  of  the  plan  in  its  present  form  without 

76C/.  also  the  recent  decision  in  Northern  States  Power  Co.  v. 
S.  E.  C.  164  F.  2d  810  (C.  C.  A.  3rd,  Dec.  1,  1947)  where  the  Court  upr 
held  the  Commission’s  entry  of  an  order  under  Section  11  (b)  (2)  direct¬ 
ing  the  liquidation  of  Northern  States  even  though  prior  to  entry  of 
such  order  the  company  had  filed  a  plan  under  Section  11(e)  providing 
for  such  liquidation. 

77There  is  no  inconsistency  between  the  conclusion  reached  here  and 
our  recent  decision  in  Public  Service  Corporation  of  New  Jersey  (“Public 
Service”),  ...  S.E.C.  ...  (1948),  Holding  Company  Act  Release  No. 
8002.  In  that  case,  decided  after  the  oral  argument  in  these  proceedings, 
we  approved  the  Section  11(e)  plan  which  had  been  filed  by  Public 
Service,  a  registered  holding  company,  and  its  electric  and  gas  subsid¬ 
iary,  Public  Service  Electric  and  Gas  Company  (“Electric  and  Gas”), 
in  consolidated  proceedings  also  arising  under  Sections  11(b)(1)  and 
11(b)(2).  The  plan  provided  for  the  liquidation  and  dissolution  of 
Public  Service  through  the  transfer  of  transportation  and  gas  proper¬ 
ties  to  Electric  and  Gas,  and  the  distribution  among  Public  Service 
security  holders  of  its  holdings  of  the  securities  of  the  recapitalized 
Electric  and  Gas.  Under  the  plan  Public  Service  would  be  dissolved  apd 
Electric  and  Gas  would  emerge  with  wholly  intrastate  public  utility 
operations. 

In  the  Public  Service  case  we  found  it  unnecessary  to  make  detailed 
findings  applying  the  standards  of  Section  11(b)(1)  to  the  original 
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affording  the  company  an  opportunity  to  reconsider  its 
provisions.  While  the  plan  itself  proposes  certain  steps 
which  appear  desirable  and  some  of  which  might  prove 
helpful  as  a  prerequisite  to  certain  divestments,  we 
think  the  company  should  be  given  an  opportunity  to 
reconsider  the  steps  it  may  now  wish  to  take  in  the 
light  of  the  findings  in  this  Opinion  with  respect  to  the 
requirements  of  Sections  11(b)(1)  and  11(b)(2), 
and  to  supply  detailed  specification  with  respect  to 
those  steps  which  it  then  proposes  to  take. 

VL  MISCELLANEOUS  MATTERS 
Philadelphia  Company’s  Motion  to 
Dismiss  the  Proceedings 

At  the  dose  of  the  initial  presentation  of  evidence 
by  the  staff,  Philadelphia  Company  moved  to  dismiss 
the  proceedings  on  the  ground  that  a  prima  facie  case 
had  not  been  made  out.  We  reserved  decision  on  the 
motion  “until  the  conclusion  of  the  hearings  and  the 
submission  of  the  case  to  the  Commission.”78 


system  for  various  reasons  which  were  pointed  out  in  the  Opinion  in 
that  case  and  which  are  not  applicable  here  but  particularly  since,  in 
the  words  of  our  Opinion  (at  mimeo.  p.  21) : 

**.  .  .  through  the  dissolution  of  Public  Service  ...  no  holding  com¬ 
pany  will  survive  and  there  will  be  no  occasion  to  decide  what 
‘single’  or  ‘additional’  system  or  non-utility  business  can  be  retained.” 
In  the  instant  case,  on  the  other  hand,  Philadelphia  Company’s  pur¬ 
ported  Section  11(e)  plan  expressly  contemplates  the  continuation  of 
the  holding  company.  It  should  also  be  noted  that  while  the  Public  Serv¬ 
ice  plan  resulted  in  the  system’s  utility  operations  being  wholly  intra¬ 
state,  the  Philadelphia  Company  system,  even  upon  consummation  of  the 
purported  Section  11(e)  plan,  would  still  involve  extensive  interstate 
operations  in  the  gras  system. 

This  distinction  as  to  the  absence  of  a  holding  company  to  which  to 
apply  the  standards  of  Section  11(b)  also  indicates  the  answer  to  re¬ 
spondents’  argument  that  ordering  divestment  of  the  gas  system  in  this 
would  be  inconsistent  with  some  of  our  prior  decisions  in  which  we 
“permitted”  operating  companies  which  were  being  divested  from  holding 
company  control  and  from  our  jurisdiction  to  retain  both  electric  and  gas 
properties.  In  such  cases  we  did  not  have  the  question  which  is  presented 
here — i.  e.,  what  system  or  systems  and  what  other  businesses  may  be 
retained  by  a  registered  holding  company  tinder  Section  11(b)  (1). 
78Holding  Company  Act  Release  No.  7239  (1947). 
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Since  this  motion  goes  to  the  merits  of  the  entire 
proceedings  and  in  view  of  the  conclusions  we  have 
reached  as  to  what  steps  Philadelphia  Company  is  re¬ 
quired  to  take  to  effect  compliance  with  Section  11(b); 
it  is  clear  that  the  motion  must  be  and  it  hereby  is 
denied. 

1  j 

Objection  to  Rulings  by  the  Hearing  Officer 

Respondents  contend  that  they  have  been  “mate¬ 
rially  prejudiced”  by  a  “number  of  rulings  by  the  Trial 
Examiner.”  They  refer  specifically  to  his  rulings  on  six 
matters.79  We  have  considered  these  objections  and 
have  concluded  that  such  rulings  were  either  entirely 
proper  or,  to  the  extent  that  they  were  erroneous,  that 
respondents  have  made  no  showing  that  they  were  in 
any  way  prejudiced  by  such  rulings.  The  evidence  in¬ 
troduced  by  respondents  which  they  assert  was  im¬ 
properly  ordered  by  the  hearing  officer  to  be  stricken 
was  not  physically  stricken  from  the  record.  To  obviate 
any  question  with  respect  to  this  evidence  and  any 
possible  prejudice  to  respondents,  we  have  considered 


79In  their  brief  respondents  state  that  they  are  discussing  "some  of 
the  more  important  errors  .  .  .  but  mention  of  these  errors  is  without 
prejudice  to  our  right  to  assign  other  rulings  as  errors  either  before  the 
Commission  or  in  the  courts,  and  our  failure,  by  reason  of  the  limits  of 
time  assigned  by  the  Commission  for  the  filing  of  Briefs,  to  press  these 
other  rulings  in  this  Brief  is  not  to  be  construed  as  a  waiver  of  the 
errors  or  as  an  acquiescence  in  the  correctness  in  the  Examiner’s  rid¬ 
ings.”  The  record  is  replete  with  evidentiary  objections  by  respondents, 
many  of  which  are  obviously  insubstantial.  We  have  no  way  of  knowing 
which  of  such  objections,  other  than  those  noted  in  their  briefs,  respond¬ 
ents  desire  to  press.  Rule  XI  (c)  of  our  Rules  of  Practice  provides  that: 
"Exceptions  and  proposed  findings  and  conclusions  not  briefed  in  ac¬ 
cordance  with  this  rule  may  be  regarded  by  the  Commission  as  waived.” 
In  our  opinion  respondents’  assertion  that  they  have  not  had  sufficient 
time  to  brief  all  of  the  objections  they  desire  to  press  cannot  be  accepted 
in  view  of  the  time  afforded  and  the  detailed  findings  and  briefs  actually 
submitted  which  deal  with  every  aspect  of  the  case.  Accordingly,  we 
believe  that  the  objections  not  briefed  may  be  deemed  to  have  been 
waived  and  that  the  only  objections  which  may  properly  be  regarded  as 
before  us  for  decision  are  those  which  have  been  cited  and  discussed  in 
the  briefs.*  j 

♦Corrected  as  per  Order  of  the  Commission,  dated  June  8,  1948. 
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this  evidence  as  part  of  the  record  and  overrule  the 
hearing  officer’s  rulings  on  the  motions  to  strike  the 
Scharff  exhibits  and  testimony,  Coffman’s  comparative 
studies  on  Duquesne  and  his  comparative  studies  on 
Pittsburgh  Railways.  The  significance  of  this  evidence 
is  referred  to  below. 

a.  Scharffs  Exhibits  and  Testimony 

Philadelphia  Company  offered  in  evidence  certain 
comparative  statistical  tables  dealing  with  Duquesne 
and  Equitable  prepared  by  Maurice  R.  Scharff,  a  con¬ 
sulting  valuation  and  sanitary  engineer.  This  material 
and  Scharff’s  testimony  thereon  were  offered  to  show 
that  neither  the  electric  nor  the  gas  business  of  Phila¬ 
delphia  Company  has  suffered  from  being  operated  in 
conjunction  with  one  another.  Scharff’s  studies  were 
originally  admitted  into  evidence  over  the  objection  of 
Commission  counsel  (except  for  PX-41,  which  was  ad¬ 
mitted  without  objection),  but  thereafter  the  hearing 
officer  sustained  a  motion  by  the  staff  to  strike  the 
exhibits  and  the  witnesses’  conclusions  drawn  there¬ 
from.  Although  we  think  that  the  action  of  the  hear¬ 
ing  officer  in  granting  the  motion  to  strike  these  ex¬ 
hibits  was  unwarranted,  since  the  objections  to  them 
appear  to  have  been  directed  to  their  weight  rather 
than  to  their  admissibility,  respondents  have  not  been 
prejudiced  by  the  ruling.  We  have  taken  this  material 
into  consideration  in  making  our  findings  herein,  and 
we  do  not  deem  this  evidence  sufficient  to  support  a 
conclusion  that  no  significant  benefits  would  result  from 
the  separation  of  gas  and  electric  properties  upon  seg¬ 
regation.  It  should  also  be  noted  that  we  have  given 
little  weight  to  the  opinions  of  the  witness  Scharff  in 
view  of  his  limited  qualification  as  an  expert  in  these 
matters. 
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b.  Coffman's  Comparative  Studies  on  Duquesne 

Coffman  made  certain  studies  purporting  to  com¬ 
pare  Duquesne  in  certain  respects  with  nine  other  elec¬ 
tric  utilities  and  with  the  electric  utility  industry  as  a 
whole.  This  evidence  was  offered  in  an  attempt  to  show 
the  comparative  efficiency  of  Duquesne’s  operations.  The 
hearing  officer  sustained  a  motion  by  the  staff  to  strike 
these  exhibits  and  Coffman’s  testimony  in  relation 
thereto.  Since  the  staff’s  objections  to  these  exhibits 
and  this  testimony  also  appear  to  have  been  directed 
to  their  weight  rather  than  to  their  competency,  we 
think  the  hearing  officer  should  not  have  granted  the 
motion  to  strike.  However,  there  has  been  no  showing 
that  respondents  have  been  prejudiced  by  this  ruling, 
since  we  have  considered  this  evidence,  to  the  limited 
extent  that  it  may  have  any  relevancy,  in  making  our 
findings,  and  arriving  at  our  conclusions.  j 

i 

c.  Coffman's  Comparative  Studies  on  Pittsburgh  Rail - 
ways 

We  likewise  find  no  prejudice  in  the  hearing  offi¬ 
cer’s  ruling  striking  Coffman’s  comparative  studies  of 
Pittsburgh  Railways  with  Philadelphia  Transportation 
Company,  an  unaffiliated  street  railway  system,  and  his 
testimony  thereon.  This  evidence  was  offered  for  the 
purpose  of  demonstrating  the  comparative  efficiency  of 
Pittsburgh  Railways’  operations.  Our  prior  discussion 
of  the  non-retainability  of  the  transportation  proper¬ 
ties  indicates  that  such  evidence  would  have  little  or 
no  relevance  to  this  issue  and  that  even  full  acceptance 
of  these  studies  would  not  alter  our  findings  and  con¬ 
clusions  on  the  non-retainability  of  these  properties. 

d.  The  Proffered  Summary  of  Coffman’s  Methods 

After  Coffman’s  lengthy  cross-examination  had 
been  concluded  counsel  for  respondents  sought,  under 
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an  offer  of  proof,  to  have  the  witness  summarize  “the 
basic  consideration  which  underlie  his  method  of  de¬ 
termining  increased  costs  resulting  from  segregation.” 
Respondents’  counsel  stated  at  that  time  that  he  did  so 
because  such  a  summary  “would  greatly  facilitate  the 
use  of  this  voluminous  record  by  all  interested  parties 
as  well  as  the  Commission  and  the  courts.”  The  hearing 
officer  sustained  the  staff’s  objection  to  the  proffered 
testimony,  and  respondents  now  except  to  this  ruling  on 
the  ground  that  “After  several  weeks  of  cross-ex¬ 
amination”  they  were  “entitled  to  have  the  witness 
restate  the  basic  methods  and  approaches  used,  and 
thereby  to  clear  up  such  ambiguities  as  may  have  arisen 
in  the  course  of  extensive  cross-examination.” 

Respondents  have  in  no  way  been  prejudiced  by  the 
hearing  officer’s  ruling  on  this  matter,  since  we  have 
carefully  considered  all  the  underlying  methods  and 
details  of  Coffman’s  study  in  determining  the  weight 
which  should  be  accorded  to  it.  The  record  in  its 
present  state  contains  a  full  exposition  of  Coffman’s 
methods,  and  sets  forth  in  full  detail  all  aspects  of  the 
procedures  followed  by  him.  Counsel  for  respondents, 
in  a  statement  comprising  eight  and  one-half  pages  in 
the  record,  indicated  the  substance  of  the  proffered 
testimony.  From  this  statement  and  from  the  entire 
record  it  appears  that  the  proposed  summary  would 
have  been  merely  cumulative  and  repetitive,  and  under 
such  circumstances  it  was  within  the  discretion  of  the 
hearing  officer  to  decide  whether  the  record  required 
clarification  by  way  of  such  testimony.80 

e.  Material  Presented  by  Allegheny  County 

Allegheny  County,  Pennsylvania,  where  most  of 
Philadelphia  Company’s  properties  are  located,  be¬ 
came  a  party  to  these  proceedings  by  filing  a  notice 

80C/.  6  Wigmore,  Evidence  (3rd  ed.  1940),  §  1896,  p.  567. 
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of  appearance  under  Rule  XVH  (a)  of  our  Rules  of 
Practice.  At  the  initial  hearing  the  county  solicitor  ap¬ 
peared  but  indicated  that  he  desired  to  take  no  position 
on  the  issues  in  the  case  at  that  time.  On  July  22,  1947, 
the  assistant  county  solicitor  made  a  statement  of  the 
county’s  position  and  presented  evidence  on  behalf  Of 
the  county.  This  was  done  over  the  objection  of  re¬ 
spondents  who  claimed  that  submission  of  any  such 
statement  and  evidence  was  improper  unless  the  assist¬ 
ant  solicitor  could  show  that  such  action  had  been 


sanctioned  by  formal  resolution  of  the  County  Com¬ 
missioners.  Although  the  assistant  solicitor  stated  that 
such  formal  action  had  not  yet  been  taken,  the  hearing 
officer  permitted  her  to  make  her  statement  and  present 
evidence,  the  assistant  solicitor  agreeing  to  furnish  the 
requested  resolution.  No  such  resolution  was  submitted. 
Respondents  contend  that  the  hearing  officer’s  ruling 
was  improper  since  “On  a  matter  of  such  importance 
.  .  .  formal  action  by  the  governing  body  of  the  County 
is  necessary  and  ...  an  Assistant  County  Solicitor  has 
absolutely  no  authority  ex  officio  to  speak  for  the 
County.”  While  it  would  normally  be  presumed  that  a 
county  attorney  had  authority  to  speak  for  the  county 
in  proceedings  of  this  type,  it  would  seem  that,  where 
such  authority  is  challenged,  the  county  attorney 
should  then  produce  some  evidence  of  his  authority. 
However,  since  the  statement  of  position  was  nothing 
more  than  the  term  implies  and  since  we  have  not  relied 
upon  it  in  any  way  in  reaching  our  conclusions  herein, 
respondents  have  not  been  prejudiced  by  the  hearing 
officer’s  ruling  with  respect  to  it.  Similarly,  since  we 
agree  with  respondents  that  the  evidence  presented  by 
the  county  has  no  substantial  relevance  to  any  issue 


in  the  proceedings,  and  since  it  has  not,  therefore,  af¬ 


fected  our  findings  or  conclusions,  we  can  see  no  preju¬ 
dice  to  respondents  in  the  hearing  officer’s  ruling  per 
mitting  the  introduction  of  such  evidence. 
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f.  The  Evidence  Offered  by  the  Olesnicki  Committee 

Respondents  have  objected  to  certain  testimony- 
dealing  with  the  refinancing  or  refunding  of  securities 
in  the  Philadelphia  Company  system  given  by  one 
Knappen,  an  expert  witness  tendered  by  a  common 
stockholders'  committee.  Respondents  had  in  the  first 
instance  offered  testimony  on  this  subject  and  it  was 
clearly  proper  for  the  Committee,  which  had  been  given 
leave  to  be  heard  in  these  proceedings,  to  offer  rebuttal 
evidence  through  its  own  witnesses.  The  hearing  officer 
permitted  respondents  to  cross-examine  Knappen  at 
length  to  determine  the  facts  in  connection  with  his 
retention  by  the  Committee,  and  the  objection  inter¬ 
posed  by  the  staff  and  sustained  by  the  hearing  officer 
was  only  taken  when  the  cross-examination  went  be¬ 
yond  this  to  touch  matters  which  seemed  clearly  un¬ 
related  to  any  issue  in  the  proceedings.  We  find  no 
error  in  this  ruling.  Moreover,  as  appears  from  our 
prior  discussion,  we  have  not  found  it  necessary  in  this 
Opinion  to  pass  on  the  issues  dealt  with  in  Knappen’s 
testimony  so  that  in  no  event  could  any  prejudice  to 
respondents  have  resulted  from  the  hearing  officer's 
ruling. 


Respondents’  Charge  of  “Harassment” 

Respondents  assert  that  during  the  course  of  this 
case  “the  entire  conduct”  of  the  Commission  and  its 
staff  “has  had  the  effect  of  harassing  the  Respondents 
in  every  possible  way,  and  has  prevented  them  from 
presenting  their  case  in  the  most  effective  manner”  and 
that  they  have  thus  been  denied  due  process  of  law. 
In  an  endeavor  to  substantiate  this  assertion,  they  con¬ 
tend  that  they  were  not  accorded  sufficient  time  to  pre¬ 
pare  their  case,  and  that  they  were  further  burdened 
by  the  requests  of  the  staff  for  the  preparation  of 
“voluminous  statistical  material”  and  “information 


Findings  and  Opinion,  June  1,  19Jf8.  2771a  I 

with  respect  to  remote  historical  facts  pertaining  to  ! 
Philadelphia  Company  and  its  subsidiaries.” 

During  the  course  of  these  proceedings,  numerous  j 
interlocutory  objections  and  motions  were  referred  to 
us  and,  in  connection  with  such  matters,  we  have  on  j 
several  prior  occasions  considered  various  aspects  of  j 
the  proceedings.81  In  addition,  we  have  now  had  the  op-  | 
portunity  to  give  careful  consideration  to  the  entire  j 
record  to  determine  whether  there  is  any  substance  in  j 
respondents*  assertion  that  they  have  been  harassed  ! 
in  the  presentation  of  their  case.  We  find  no  support 
whatever  for  that  assertion.  On  the  contrary,  the  record  j 
discloses  that  respondents  were  given  every  oppor¬ 
tunity  to  prepare  and  present  their  case  as  fully  as  they  j 
desired.  On  several  occasions  we  granted  respondents*  | 
requests  for  extensions  of  time  and  every  effort  was  ! 


81  Several  times  during  the  course  of  the  hearings,  we  issued  ! 
Memorandum  Opinions  ruling  upon  procedural  and  evidentiary  questions 
presented  to  us  on  exceptions  taken  to  rulings  of  the  hearing  examiner. 
Our  Memorandum  Opinion  of  February  28,  1947,  dealt  with  the  ques¬ 
tions  whether  the  examiner  was  to  issue  an  advisory  report  at  the  I 
conclusion  of  the  hearings,  whether  a  60  day  adjournment  should  be  ' 
granted,  whether  the  hearings  in  the  Section  11(b)  proceedings  should  j 
be  stayed  pending  consideration  of  Philadelphia  Company’s  purported 
Section  11(e)  plan,  and  whether  respondents’  motion  to  dismiss  the 
proceedings  should  be  granted.  Holding  Company  Act  Release  No.  7239. 
In  a  later  Opinion,  we  ruled  upon  various  motions  to  strike  appearances 
and  evidence  and  upon  a  motion  to  defer  entry  of  an  order  under 
Section  11(b)  until  we  had  ruled  upon  Philadelphia  Company’s  pur¬ 
ported  11(e)  plan.  Holding  Company  Act  Release  No.  7381  (May  6,  j 
1947).  Our  Memorandum  Opinion  of  July  24,  1947  (Holding  Company! 
Act  Release  No.  7590)  dealt  with  the  hearing  officer’s  ruling  barring 
counsel  for  certain  public  security  holders  of  subsidiaries  of  Philadel-  ; 
phia  Company  from  further  participation  in  the  proceedings  until  he 
furnished  information  relating  to  the  prices  at  which  his  clients  had 
acquired  their  securities.  Our  last  Memorandum  Opinion  in  these  pro¬ 
ceedings,  Holding  Company  Act  Release  No.  7623  (August  5,  1947),! 
dealt  with  the  order  and  time  of  filing  proposed  findings  and  briefs  with 
the  Commission.  By  order  of  August  15,  1947,  we  denied  respondent’s 
motion  for  a  rehearing  on  that  issue.  Holding  Company  Act  Release 
No.  7643. 
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made  to  arrange  the  hearing  schedule  to  conform  with 
respondents’  convenience  and  requirements.  Bearing  in 
mind  that  Congress  has  directed  this  Commission  to 
require  compliance  with  Section  11(b)  “as  soon  as 
practicable,”  we  think  it  clear  that  respondents  have 
been  afforded  every  appropriate  opportunity  and  cour¬ 
tesy  in  the  preparation  and  presentation  of  their  case. 

Initially  it  should  be  noted  that  the  Section  11(b) 
(1)  proceedings  were  instituted  against  Standard 
Power  on  March  5,  1940,  and  that  respondents  have 
been  on  notice  that  we  would  inquire  into  the  require¬ 
ments  of  Section  11(b)(1)  as  applied  to  the  Phila¬ 
delphia  Company  system  ever  since  we  issued  our 
divestment  order  of  August  8,  1941,  which  reserved 
jurisdiction  over  the  status  of  Philadelphia  Company.82 
Our  order  reconvening  the  Section  11(b)(1)  proceed¬ 
ings  and  instituting  Section  11(b)  ( 2 )  proceedings  was 
issued  on  December  5,  1946;  it  afforded  Philadelphia 
Company  30  days  to  file  its  answer  and  set  the  hearing 
for  January  21.  At  the  request  of  Philadelphia  Com¬ 
pany,  on  January  3,  1947,  we  extended  the  time  for  the 
filing  of  answers  to  February  10,  1947,  and  the  date  of 
hearing  to  February  25.  Hearings  continued  intermit- 
tently  from  February  25  to  March  4,  at  which  time  the 
hearings  were,  in  accordance  with  our  prior  ruling, 


82Standard  Power  and  Light  Corporation ,  9  S.  E.  C.  862.  We  there 
stated,  in  pointing  out  that  we  were  making  no  findings  at  that  time 
as  to  the  retainability  of  either  the  gas  or  the  transportation  system, 
that  “Standard  wishes  to  retain  as  much  of  the  Philadelphia  Company 
properties  as  will  ultimately  be  permitted  under  Section  11(b)  (1),  and 
it  is  aware  of  the  possibility  that  the  gas  properties  may  not  be  per¬ 
mitted  to  be  retained  by  a  holding  company  which  controls  Duquesne, 
and  that  the  other  businesses  of  Philadelphia  Company  may  not  be 
permitted  to  be  retained  by  a  holding  company  controlling  either  Du¬ 
quesne  Light  or  the  gas  properties  or  both.  The  record  is  being  held  open 
on  those  issues,  and  the  hearing  will  he  reconvened  to  receive  evidence 
on  them.'*  9  S.  E.  C.  at  871.  (Emphasis  added) 
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adjourned  at  the  company’s  request  for  30  days.88  The! 
hearings  reconvened  on  April  8,  and  on  April  9  we 
granted  respondents’  request  for  an  additional  30-day 
adjournment  to  May  12,  1947.  On  that  date  we  grantedj 
respondents’  request  for  a  24-hour  adjournment.  A  sub-i 
sequent  request  by  respondents  for  a  recess  for  May 
20  and  21  was  granted  on  May  16.  On  May  27,  an  ad¬ 
journment  was  granted  for  May  29  to  June  3  and,  in 
accordance  with  respondents’  request,  it  was  directed 
that  thereafter  the  hearings  would  proceed  on  a  four- 
day  week  basis.  On  June  12,  we  again  granted  a  re¬ 
quest  by  respondents  for  an  adjournment,  this  time  to 
June  30,  1947. 

In  connection  with  the  presentation  of  the  case  to 
the  Commission,  respondents  were  granted,  in  accord^ 
ance  with  their  requests,  an  aggregate  of  two  hours 
for  oral  argument  and  were  also  permitted  to  file  briefs 
and  requested  findings  much  in  excess  of  the  number 
of  pages  prescribed  by  our  Rules  of  Practice.  Thus, 
Philadelphia  Company  filed  requested  findings  totalling 
135  pages,  a  main  brief  of  121  pages,  an  appendix  to 
that  brief  of  62  pages,  and  a  reply  brief  and  supple¬ 
mental  requested  findings  of  104  pages,  or  a  total  of 
422  printed  pages.  In  addition,  Standard  Gas  itself  filed 
requested  findings  and  briefs  of  its  own  identical  to 
those  filed  by  Philadelphia  Company  except  for  ap¬ 
propriate  changes  of  names,  counsel  and  color  of  covets 
— a  practice  which  we  may  note  in  passing  was  of  no 
aid  to  the  Commission,  merely  requiring  the  expendi¬ 
ture  of  its  time  to  ensure  that  such  identity  was  in 
fact  present  and  that  Standard  Gas  did  not  intend  to 
raise  any  additional  points. 

8sDuring  the  course  of  the  initial  introduction  of  evidence  by  the 
staff,  Philadelphia  Company  requested  a  60-day  adjournment  to  follow 
this  initial  presentation.  On  February  28, 1947,  we  issued  a  Memorandum 
Opinion  pointing  out  that  respondents  had  failed  to  show  adequate 
grounds  for  an  adjournment  of  such  length  but  granted  an  adjournment 
of  30  days.  Holding  Company  Act  Release  No.  7239. 
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There  is  likewise  no  basis  to  the  charge  that  re¬ 
spondents  were  harassed  by  being  required  to  prepare 
“voluminous  statistical  material”  for  the  staff.  The 
record  does  show  that  on  numerous  occasions  the  staff 
did  request  the  company  to  furnish  considerable  ma¬ 
terial.  However,  in  so  doing,  the  staff  was  merely  ad¬ 
vising  the  company  as  to  what  material  it  felt  the 
Commission  should  have  before  it  in  order  to  decide 
the  case;  there  is  nothing  in  the  record  to  indicate  that 
the  staff’s  motives  were  based  on  anything  other  than 
a  desire  to  develop  as  full  and  fair  a  record  as  possible. 

Finally,  respondents,  presumably  in  further  sup¬ 
port  of  their  charge  of  harassment  by  the  Commission 
itself,  assert  that  prior  to  issuance  of  our  Memorandum 
Opinion  and  Order  of  August  5,  1947,  determining  the 
order  of  filing  briefs,  “an  agreement,  approved  by  the 
Trial  Examiner,  had  been  reached  by  all  parties  as  to 
the  order  of  filing  Briefs,”  and  that  the  Commission 
overruled  the  hearing  officer’s  ruling  on  its  own  motion. 
We  do  not  think  this  point  merits  any  discussion  be¬ 
yond  reference  to  our  Memorandum  Opinion  and  Order 
of  August  5,  1947, 84  in  which  we  pointed  out  that,  con¬ 
trary  to  respondents’  statement,  the  “parties  were 
unable  to  arrive  at  a  mutually  satisfactory  arrange- 
meat,  and  the  hearing  officer  stated  that  the  matter 
was  one  for  the  Commission  to  determine,”  and  in 
which  we  set  forth  fully  the  reasons  for  the  action 
we  there  took. 

Respondents’  Motion  to  Strike  Portions 
of  the  Staff’s  Brief 

Respondents  have  filed  a  motion  to  strike  certain 
portions  of  the  staff’s  brief.  They  move  to  “strike”  (1) 
material  comparing  the  claimed  increases  in  expenses 

8 ‘‘Holding  Company  Act  Release  No.  7623. 
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on  segregation  for  the  gas  system  with  similar  increases  ! 
which  we  considered  in  prior  cases  involving  the  gas  i 
systems  of  Engineers  Public  Service  Company  and  The 
North  American  Company,85  and  (2)  statistical  mate¬ 
rial  comparing  the  percentage  of  earnings  paid  out  as  j 
dividends  by  Duquesne  with  that  of  the  subsidiaries  of  j 
16  major  holding  companies  and  with  certain  operating  j 
utility  companies.  Respondents  assert  that  much  of  this  | 
material  is  dehors  the  record  and  that  they  have  had  no  j 
opportunity  to  cross-examine  with  respect  to  it,  and  j 
that,  insofar  as  the  material  involves  comparative  j 
studies,  the  companies  utilized  are  not  comparable. 

i 

We  think  the  motion  must  be  denied.  In  the  first ! 
place,  there  is  no  suggestion  that  the  matter  objected  j 
to  is  of  such  nature  that  the  public  interest  requires ! 
that  it  be  physically  stricken  from  the  brief,  as  might  j 
be  the  case  were  it  scurrilous  or  defamatory.  If  the  ; 
motion  is  merely  intended  as  a  request  that  we  disre¬ 
gard  or  give  limited  weight  to  the  material  cited,  then 
it  is  merely  an  argument  in  reply  to  the  staff’s  conten- ! 
tions,  and  as  such  affords  no  basis  for  striking  such! 
material.  As  previously  indicated  in  our  discussion  of 
the  comparisons  of  the  claimed  increases  on  segrega¬ 
tion  in  the  gas  system  in  the  instant  proceedings  with 
those  in  the  Engineers  and  North  American  cases,  the 
material  we  have  relied  upon  there  was  not  that  pre¬ 
sented  in  the  staff’s  brief  and  to  which  exception  has 
been  taken,  but  was  instead  that  appearing  in  the  text 
of  our  Opinions  in  the  Engineers  and  North  American 
cases. s  6  With  respect  to  the  material  comparing  Du¬ 
quesne  with  other  companies,  it  is  enough  to  note  that 
we  have  not  relied  on  such  material  in  reaching  our 
conclusions  herein. 


85See  pages  17-19,  supra.  [Here  printed  at  pages  2695a  through 
2698a] 

86See  n.  24,  supra. 
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We  will  accordingly  deny  respondents’  motion  to 
strike  portions  of  the  staffs  brief. 

Rulings  on  Proposed  Findings 

Proposed  findings  of  fact  have  been  filed  in  these 
proceedings  by  Philadelphia  Company,  by  Standard 
Gas,  by  the  Philadelphia  Company  6%  Cumulative 
Preferred  Stockholders  Protective  Committee,  and  by 
the  Philadelphia  Company  Common  Stockholders  Pro¬ 
tective  Committee.  To  whatever  extent  such  requested 
findings  involve  issues  which  are  relevant  and  material 
to  the  decision  of  this  case,  we  have  by  our  detailed 
Findings  and  Opinion  herein  already  fully  ruled  upon 
them.  However,  for  the  sake  of  clarity,  we  hereby 
expressly  approve  such  of  those  requested  findings  as 
are  in  accord  with  the  views  herein  expressed,  and  dis¬ 
approve  them  to  the  extent  that  they  are  inconsistent 
with  such  views. 

Since  Section  11(b)  directs  us  to  require  com¬ 
pliance  “as  soon  as  practicable,”  we  find  that  good 
cause  exists  for  making  our  order  herein  effective  im¬ 
mediately  upon  issuance,  and  it  will  so  provide.  In  this 
connection  it  may  be  noted  that  under  Section  11(c) 
respondents  will,  in  any  event,  have  one  year  within 
which  to  comply.  ■ 

An  appropriate  order  will  issue. 

By  the  Commission  ( Chairman  Hanrahan  and  Com¬ 
missioners  McConnaughey,  McEntire,  and  McDonald). 


(Seal) 


Orval  L.  DuBois, 
Secretary. 
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Appendix  A 

Consolidated  Capitalization  Including  Surplus  of  Philadelphia  Company 
And  Its  Subsidiaries  (Other  Than  Pittsburgh  Railways  System  Com¬ 
panies)  Per  Books,  As  of  December  31,  1946,  And  As  Adjusted  To 
Reflect  Preferred  And  Preference  Stocks  At  Their  Involuntary  Liqui¬ 
dating  Value  And  To  Eliminate  Known  Amounts  of  Excess  Over 
Original  Cost  of  Utility  Plant 


Per  Books 

December 

31,1946 

i 

Adjusted 

Funded  Debt: 

Philadelphia  Company — 

4*4%  Coll.  Tr.  Sinking  Fund 

Amount 

Percent 

Amount 

Percent 

1 

i 

i 

i 

1 

j 

Bonds  . 

$  47,538,000 

18.58% 

$  47,538,000 

19.29% 

2%%  Coll.  Tr.  Serial  Notes.. 
Other  (cash  on  deposit  for 

4,800,000 

1.88 

4,800,000 

L95 

i 

payment)  . 

Duquesne  Light  Company — 

154,000 

.06 

154,000 

.06 

3%%  First  Mtge.  Bonds . 

Equitable  Real  Estate  Co. — 

70,000,000 

27.36 

70,000,000 

28.41 

i 

4%  Real  Estate  Mortgage. . . 

1,098,941 

.43 

1,098,941 

.45 

Total  Funded  Debt . 

Preferred  Stocks: 

Philadelphia  Company — 

$123,590,941 1 

48.31% 

$123,590,941 1 

5046%  4 

i 

6%  Cumulative  Preferred.... 

$  24,557,000 

9.60% 

$  24,557,000 

9.97% 

$6  Cumulative  Preference.... 

10,000,000 

3.91 

10,000,000 

4.06 

$5  Cumulative  Preference. . . . 

5,386,800 

2.11 

5,386,800 

2.19 

Preferred  5%  Noncumulative. 
Duquesne  Light  Company — 

15,800 

15,800 2 

5%  Cumulative  First  Preferred 
Kentucky  West  Virginia  Gas 
Co. — 

27,500,000 

10.75 

27,500,000 

11JL7 

I 

5%  Cumulative  First  Preferred 
Consolidated  Gas  Co.  of  City  of 
Pittsburgh — 

2,937,500 

1.15 

2,937,500 

UL9 

i 

Preferred  Cumulative  6% .... 

1,729,800 

.67 

1,729,800 

-70 

Total  Preferred  Stocks. . 

Common  Stock  and  Surplus: 

Philadelphia  Company — 

Common  Stock  (including 

$  72,126,900 

28.19% 

$  72,126,900 

29.28%  4 

*  | 

i 

j 

scrip)  . 

Kentucky  West  Virginia  Gas 
Co.— 

$  37,633,684 

14.71% 

$  37,633,684 

15.28% 

1 

| 

Common  Stock  . 

521,886 

.21 

521,886 

21 

i 

i 

I 
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December 


Per  Books 

SI,  1H6 

Adjusted 

Amount 

Percent 

Amount  Percent 

Surplus: 

Special  Capital  Surplus . $ 

9,385,367 

3.67 

9,385,367 

3.81 

Surplus  invested  in  capital  stocks 
of  Philadelphia  Co.  reacquired 

3,421 

3,421 

Paid-in  Surplus — Philadelphia 

Co.  . 

699,993 

21 

699,993 

28 

Minority  interest  in  surplus  of 
subsidiary  company . 

713,939 

28 

713,939 

29 

Earned  Surplus  . 

11,147,536 

4.36 

1,699,224s 

.69 

Total  Common  Stock  and 
Surplus  . 

$  60,105,826 

23.50% 

$  50,657,214 

20.56%  4 

Total  Capitalization  and  Surplus. . 

$255,823,667 

100.00% 

$246,375,055 

100.00% 

1  Excludes  funded  debt  maturing  within  one  year. 

SFor  the  purposes  of  these  computations,  since  the  Preferred  5% 
Noncumulative  Stock  ranks  equally  with  Common  Stock  in  the  event 
of  liquidation  and  has  no  stated  value  in  liquidation,  the  par  value  is 
used. 

3Eamed  Surplus  adjusted  to  eliminate  the  following  items: 

Excess  of  book  value  over  original  cost  of  properties  of — 


Equitable  Gas  Company .  $  206,546 

Gas  properties  of  Philadelphia  Co.  leased  to  Equitable 
Gas  Company .  5,733,094 


These  items  have  not  yet  been  passed  upon  by  regulatory 
bodies. 

Amount  contained  in  Account  100.5  of  Duquesne  Light 
Co.  being  amortized  over  a  15  year  period  from  Janu¬ 


ary  1,  1946  .  3,508,672 

Total  Adjustment  .  $9,448,312 


For  the  purposes  of  these  computations  no  consideration  has  been 
given  to  $9,552,052  of  excess  of  original  cost  over  book  value  of  proper¬ 
ties  of  Pittsburgh  and  West  Virginia  Gas  Co.  The  staff  of  the  Federal 
Power  Commission,  as  indicated  below  in  footnote  4,  has,  for  the  pur¬ 
pose  of  a  rate  proceeding,  restored  a  major  portion  of  the  above-men¬ 
tioned  amount  to  plant  in  service.  The  Federal  Power  Commission,  how¬ 
ever,  has  not  as  yet  passed  upon  the  original  cost  entries  of  the  company. 

4In  its  Answer  at  p.  21,  Philadelphia  Co.  has  adjusted  a  similar 
table  of  capitalization  and  surplus  in  the  following  manner: 

(1)  No  adjustment  was  made  for  the  amounts  indicated  for  Equitable 
Gas  Co.,  the  leased  gas  properties,  or  Duquesne  Light  Co.  in  foot¬ 
note  3  above; 


Appendix  A  to  Findings  and  Opinion ,  June  1 , 191$.  2jT79a 

(2)  On  the  basis  of  an  exhibit  prepared  by  the  staff  of  the  Federal 
Power  Commission  in  a  pending  rate  proceeding  involving  Pittsburgh 
and  West  Virginia  Gas  Co.,  Philadelphia  Co.  restored  $6,999,219  of 
pT^gg  of  original  cost  over  book  value  to  Earned  Surplus  and  rec¬ 
ognized  a  deficiency  of  $1,810,382  in  the  reserve  for  depreciation  of 
Pittsburgh  and  West  Virginia  by  eliminating  that  amount  from 
Earned  Surplus.  Such  adjustment  amounted  to  $5,188,837  net. 

On  the  basis  of  these  adjustments  the  pertinent  ratios  would  be  as 
follows:  Debt  47.35%,  Preferred  Stock  27.63%,  and  Common  Stock  and 
Surplus  25.02%. 


i 

I 

I 

I 

I 

i 


I 


i 

i 


I 

i 

i 


i 


! 


I 

| 
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Order  of  June  1,  19Jf8. 


ORDER  REQUIRING  DISPOSITION  OF  INTERESTS 
IN  CERTAIN  PROPERTIES  AND  DISSOLUTION 
OF  REGISTERED  HOLDING  COMPANY, 

JUNE  1,  1948 


[Transcript  pages  14156-14157] 
( Caption  omitted ) 


The  Commission  having  instituted  proceedings 
under  Sections  11(b)  (1)  and  11(b)  (2)  of  the  Public 
Utility  Holding  Company  Act  of  1935  with  respect  to 
the  holding  company  system  of  Philadelphia  Company, 
a  registered  holding  company,  and 

Public  hearings  having  been  held  after  appropriate 
notice,  briefs  having  been  filed,  the  Commission  having 
heard  oral  argument,  and 

The  Commission  having  this  day  issued  its  Find¬ 
ings  and  Opinion  in  respect  of  these  proceedings,  on 
the  basis  of  said  Findings  and  Opinion, 

It  Is  Ordered,  pursuant  to  Section  11(b)(1)  of  the 
Act,  that  Philadelphia  Company  dispose  of  its  natural 
gas  properties  (including  production,  transmission  and 
distribution  facilities)  presently  leased  to  and  operated 
by  Equitable  Gas  Company  and  terminate  its  relation¬ 
ship  with  the  following  companies  by  disposing  of  or 
causing  the  disposition,  in  an  appropriate  manner  not 
in  contravention  of  the  Act  or  the  Rules,  Regulations 
or  Orders  of  the  Commission  thereunder,  of  any  inter¬ 
est,  direct  or  indirect,  which  it  now  holds  in  the  securi¬ 
ties  or  properties  of  the  following  companies,  and  that 
Standard  Gas  and  Electric  Company  cause  Philadelphia 
Company  to  take  such  action: 
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Pittsburgh  and  West  Virginia  Gas  Company 

Equitable  Gas  Company 

Finleyville  Oil  and  Gas  Company 

Philadelphia  Oil  Company 

Kentucky  West  Virginia  Gas  Company  j 

Pittsburgh  Railways  Company,  Pittsburgh  Motor 
Coach  Company,  and  the  41  Subsidiary  and 
Underlier  Companies  in  the  Pittsburgh  Rail¬ 
ways  System  j 

! 

Provided,  however,  that  jurisdiction  be  and  hereby 
is  reserved  to  determine  what  further  action,  if  any, 
is  required  to  be  taken  by  Philadelphia  Company  under 
Section  11(b)(1)  of  the  Act  with  respect  to  its  inter¬ 
est  in  Equitable  Auto  Company,  Equitable  Real  Estate 
Company  and  Equitable  Sales  Company. 

i 

It  Is  Further  Ordered,  pursuant  to  Section 
11(b)(2)  of  the  Act,  that  Philadelphia  Company  take 
appropriate  steps,  in  an  appropriate  manner  not  in 
contravention  of  the  Act  or  the  Rules,  Regulations  or 
Orders  of  the  Commission  thereunder,  to  liquidate  and 
dissolve  and  that  Standard  Gas  and  Electric  Company 
cause  appropriate  steps  to  be  taken  to  effect  such  liqui¬ 
dation  and  dissolution.  j 

It  Is  Further  Ordered  that  so  much  of  the  motion 
filed  by  Philadelphia  Company  as  requests  deferment 
of  the  entry  of  the  order  of  the  Commission  under 
Section  11(b)  be  and  hereby  is  denied. 

I 

It  Is  Further  Ordered  that  the  motion  filed  by 
Philadelphia  Company  to  dismiss  the  proceedings  be 
and  hereby  is  denied. 

i 

It  Is  Further  Ordered  that  the  motion  of  Phila¬ 
delphia  Company  to  strike  portions  of  the  brief  filed  by 
Counsel  for  the  Division  of  Public  Utilities  be  and  here¬ 
by  is  denied. 


i 
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It  Is  Further  Ordered  that  jurisdiction  be  and 
hereby  is  reserved  to  enter  such  other  and  further 
orders  and  to  take  such  other  action  as  the  Commission 
may  deem  necessary  or  appropriate  to  insure  com¬ 
pliance  by  respondents  with  the  Act  and  the  Commis¬ 
sion's  Rules,  Regulations  and  Orders  thereunder. 

It  Is  Further  Ordered  that  this  order  shall  be 
effective  immediately  upon  its  issuance. 
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PETITION  FOE  REHEABING  ON 
ORDER  DATED  JUNE  1,  1948,  FOR 
LEAVE  TO  ADDUCE  ADDITIONAL  EVIDENCE, 

AND  FOR  STAY* 


[Filed  with  the  Commission  June  17, 1948; 
Transcript  pages  14045-14082] 
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Philadelphia  Company,  Duquesne  Light  Company  (hereinafter 
called  “Duquesne” ) ,  Equitable  Gas  Company  (hereinafter  called 
“Equitable  Gas”),  Pittsburgh  and  West  Virginia  Gas  Company 
(hereinafter  called  “Pittsburgh  and  West  Virginia”),  Kentucky- 
West  Virginia  Gas  Company  (hereinafter  called  “Kentucky-West 
Virginia”),  Allegheny  County  Steam  Heating  Company  (herein¬ 
after  called  “Steam  Heating”),  Cheswick  and  Harmar  Railroad 
Company  (hereinafter  called  “Cheswick  and  Harmar”),  The  Con¬ 
solidated  Gas  Company  of  the  City  of  Pittsburgh,  Equitable  Auto 
Company  (hereinafter  called  “Equitable  Auto”),  Equitable  Real 
Estate  Company  (hereinafter  called  “Equitable  Real  Estate”), 
Equitable  Sales  Company  (hereinafter  called  “Equitable  Sales”), 
Finleyville  Oil  and  Gas  Company  ( hereinafter  called  “Finleyville” ) , 
and  Philadelphia  Oil  Company  ( hereinafter  called  “Philadelphia 
Oil”),  Respondents  in  the  above  entitled  causes  and  hereinafter 
sometimes  collectively  called  “Petitioners,”  hereby  petition  the 
Commission  (1)  to  vacate  and  set  aside  the  Commission's  Order 
in  the  above  entitled  causes  dated  June  1, 1948  (hereinafter  referred 
to  as  the  “Order”),  (2)  to  rehear  and  reconsider  the  said  causes, 
and  (3)  for  leave  to  adduce  additional  evidence  as  hereinafter 
specified;  and  in  support  thereof  Petitioners  respectfully  represent: 

L  Errors  Made  by  the  Commission  With  Respect  to  the  Order 
and  the  Ultimate  Findings  and  Conclusions. 

Petitioners’  rights  are  violated  and  they  are  aggrieved  by  the 
errors  made  by  the  Commission  with  respect  to  the  following  por¬ 
tions  of  the  Order  and  the  related  Findings  and  Opinion  of  the 
Commission  upon  which  the  Order  purports  to  be  based: 

(1)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  the  disposition  of  any  properties,  interests  or  securi¬ 
ties  which  are  now  owned  or  controlled  by  any  of  the  Petitioners; 

(2)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  Philadelphia  Company  to  dispose  of  its  natural  gas 
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properties  (including  production,  transmission  and  distribution 
"  facilities)  presently  leased  to  and  operated  by  Equitable  Gas; 

j 

s  (3)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  Philadelphia  Company  to  terminate  its  relationship 
•  w^th  any  of  the  following  companies  by  disposing  of  or  causing  the 
disposition  of  any  interest,  direct  or  indirect,  which  Philadelphia 
Company  holds  in  the  securities  or  properties  of  any  of  the  follow¬ 
ing  companies: 

Pittsburgh  and  West  Virginia 
Equitable  Gas 

Finleyville  j 

Philadelphia  Oil 
Kentucky-West  Virginia 
Pittsburgh  Railways  Company 
Pittsburgh  Motor  Coach  Company 
and  the  41  Subsidiary  and  Underlier  Companies 
in  the  Pittsburgh  Railways  system; 

(4)  Such  findings  of  fact  and  conclusions  of  law  as  the  Com¬ 

mission  has  made  to  the  effect  that  all  or  some  of  the  properties 
or  assets  of  the  following  companies  must  be  divested  and  disposed 
of,  and  that  part  of  the  Order  by  which  the  Commission  reserves 
jurisdiction  to  determine  what  further  action  is  required  to  be 
taken  by  Philadelphia  Company  with  respect  to  its  interests  in  the 
following  companies :  j 

Equitable  Real  Estate 
Equitable  Auto 
Equitable  Sales; 

(5)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  that  Philadelphia  Company  shall  take  appropriate 
steps  to  liquidate  and  dissolve; 

(6)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  denies  Petitioners’  motion  of  April  4, 1947,  that  the  entry  of 
any  Section  11(b)  order  herein  be  deferred  until  after  disposition 
of  the  Petitioners’  Section  11(e)  Plan; 
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(7)  That  part  of  the  Order,  and  such  findings  of  fact  and  con-  4 

elusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  denies  Petitioners’  motion  of  February  25,  1947,  that  the 
proceedings  herein  be  dismissed;  * 

(8)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof,  * 
to  the  effect  that  the  present  operations  of  the  electric  and  gas  ; 
utility  companies  in  the  holding  company  system  of  Philadelphia 
Company  are  not  limited,  within  the  meaning  of  Section  11(b)(1) 
of  the  Act,  to  a  single  integrated  public-utility  system,  and  that 
such  operations  do  not  together  constitute  a  single  integrated  ■ 
public-utility  system; 

(9)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  Philadelphia  Company  may 
not  retain,  as  a  single  integrated  public-utility  system,  the  gas 
utility  properties  owned  by  Equitable  Gas,  Pittsburgh  and  West 
Virginia,  and  Philadelphia  Company  together  with  the  electric 
utility  properties  of  Duquesne; 

(10)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
businesses  of  any  of  the  following  companies  may  not  be  retained 
by  Philadelphia  Company  as  a  business  reasonably  incidental  or 
economically  necessary  or  appropriate  to  the  operations  of  the 
single  integrated  public-utility  system  comprised  of  the  gas  utility 
properties  and  the  electric  utility  properties  presently  in  the  Phila¬ 
delphia  Company  holding  company  system: 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto, 

Equitable  Real  Estate, 

Pittsburgh  Railways  Company, 

Pittsburgh  Motor  Coach  Company, 
and  the  41  Subsidiary  and  Underlier  Companies 
in  the  Pittsburgh  Railways  system; 
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^  (11)  That  part  of  the  Order,  and  such  findings  of  fact  and 

conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
‘'businesses  of  any  of  the  companies  enumerated  in  paragraph  (10) 
above  may  not  be  retained  as  a  business  the  retention  of  an  interest 
[in  which  is  necessary  or  appropriate  in  the  public  interest  or  for 
:  the  protection  of  investors  or  consumers  and  not  detrimental  to  the 
proper  functioning  of  the  single  integrated  public-utility  system 
comprised  of  the  gas  utility  properties  and  the  electric  utility  prop¬ 
erties  presently  in  the  Philadelphia  Company  holding  company 
system; 

(12)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  Philadelphia  Company  may 
not  continue  to  control  the  integrated  public-utility  system  con¬ 
sisting  of  the  gas  utility  companies  in  the  Philadelphia  Company 
system  as  a  system  additional  to  the  integrated  public-utility  sys¬ 
tem  of  Duquesne; 

(13)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
businesses  of  any  of  the  following  companies  may  not  be  retained 
in  the  Philadelphia  Company  holding  company  system  as  a  business 
reasonably  incidental  or  economically  necessary  or  appropriate  to 
the  operations  of  the  integrated  public-utility  system  consisting 
of  the  gas  utility  companies  in  the  Philadelphia  Company  holding 
company  system: 

! 

i 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto,  and 
Equitable  Real  Estate; 

(14)  That  part  of  the  Order,  and  such  findings  of  fact  and 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
businesses  of  any  of  the  companies  enumerated  in  paragraph  (13) 
above  may  not  be  retained  as  a  business  the  retention  of  an  interest 


available 
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in  which  is  necessary  or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors  or  consumers  and  not  detrimental  to  the'- 
proper  functioning  of  the  integrated  public-utility  system  consist¬ 
ing  of  the  gas  utility  companies  in  the  Philadelphia  Company  hold-, 
ing  company  system; 

(15)  That  part  of  the  Order,  and  such  findings  of  fact  and^ 
conclusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
businesses  of  any  of  the  following  companies  may  not  be  retained' 
in  the  Philadelphia  Company  holding  company  system  as  a  business 
reasonably  incidental  or  economically  necessary  or  appropriate  to 
the  operations  of  the  integrated  public-utility  system  of  Duquesne: 

Equitable  Auto, 

Equitable  Real  Estate, 

Pittsburgh  Railways  Company, 

Pittsburgh  Motor  Coach  Company, 
and  the  41  Subsidiary  and  Underlier  Companies 
in  the  Pittsburgh  Railways  system; 

(16)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  or  finds  or  concludes  that  any  of  the  properties  and 
businesses  of  any  of  the  companies  enumerated  in  paragraph  (15) 
above  may  not  be  retained  as  a  business  the  retention  of  an  interest 
in  which  is  necessary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors  or  consumers  and  not  detrimental  to  the 
proper  functioning  of  the  integrated  public-utility  system  of  Du¬ 
quesne; 

(17)  That  part  of  the  Order,  and  such  findings  of  fact  and  con¬ 
clusions  of  law  as  the  Commission  has  made  in  respect  thereof, 
which  directs  Standard  Gas  and  Electric  Company  to  cause  Phila¬ 
delphia  Company  to  take  the  action  more  particularly  set  forth  in 
the  Order; 

(18)  That  part  of  the  Order  which  provides  that  the  Order 
shall  be  effective  immediately  upon  its  issuance. 

H.  Errors  Made  by  the  Commission  With  Respect  to  the 
Findings  of  Fact. 

Petitioners’  rights  are  violated  and  they  are  aggrieved  by  the 
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errors  made  by  the  Commission  with  respect  to  the  Findings  of 
Fact  as  follows: 

( 1 )  The  Commission  failed  to  approve  or  disapprove  or  other¬ 
wise  to  rule  upon  the  Findings  of  Fact  requested  by  Petitioners, 
involving  issues  which  are  relevant  and  material  to  the  decision 
of  these  proceedings  and  numbered  as  follows: 


1.4 

3.39-3.40 

6.30 

7.53 

1.7-1.8 

5.5 

6.33-6.35 

7.55 

1.16 

5.10-5.16 

6.37 

7.57a 

1.18-1.19 

5.19-5.21 

6.39-6.40 

7.57b 

2.2-2A 

5.33-5.36 

6.40a 

7.58 

2.6 

5.38-5.40 

6.41 

7.69 

3.2 

6.2-6.4 

6.44 

7.70 

3.4-3.8 

6.10-6.12 

7.15-7.16 

7.74-7.86 

3.11-3.26 

6.15-6.22 

7.18a 

8.2-8.3 

3.32-3.36 

6.27-6.28 

7.26 

8.5 

all  of  which  are  supported  by  substantial  and  uncontradicted  evi- 
lence,  and  the  Commission  failed  and  refused  to  find  as  stated  in 
jaid  requested  Findings  of  Fact. 

(2)  The  Commission's  Findings  of  Fact  are  inadequate  and 
ncomplete,  and  they  fail  to  give  the  complete  facts  with  reference 
;o  the  matters  here  involved  in  many  important  and  significant  re- 
pects,  some  of  which  are  as  more  particularly  stated  in  the  Find- 
ngs  of  Fact  requested  by  Petitioners  numbered  as  follows : 


1.1-1.3 

2.5 

5.1-5.9 

6.31-6.32 

1.5-1.6 

3.3 

5.17-5.1 8 

6.36-6.38 

1.9 

3.9-3.10 

5.22-5.25 

6.40b 

1.11 

3.27-3.29 

5.31-5.32 

6.40c 

1.13-1.15 

3.31 

6.1 

6.42-6.43 

1.17 

3.37-3.38 

6.5-6.9 

6.46 

1.20 

4.1-4.4 

6.23-6.24 

2.1 

4.6-4.7 

6.26-6.29 

( 3 )  The  finding  that  the  gas  utility  properties  and  the  electric 
itility  properties  in  the  Philadelphia  Company  holding  company 
jystem  do  not  together  constitute  a  single  integrated  public  utility 
3ystem  is  not  supported  by  substantial  evidence  and  is  in  disregard 
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of  substantial  and  uncontradicted  evidence  supporting  and  requir¬ 
ing  a  finding  that  such  gas  and  electric  utility  properties  do  to- ' 
gether  constitute  a  single  integrated  public-utility  system. 

(4)  The  failure  and  refusal  of  the  Commission  to  find  that' 
the  properties  and  businesses  of  each  of  the  following  companies 
are  reasonably  incidental  or  economically  necessary  or  appropriate : 
to  the  operations  of  the  single  integrated  public-utility  system  com¬ 
prised  of  the  gas  utility  properties  and  the  electric  utility  properties 
in  the  Philadelphia  Company  system,  are  in  disregard  of  substan¬ 
tial  and  uncontradicted  evidence  which  supports  and  requires  such 
a  finding: 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto, 

Equitable  Real  Estate, 

Pittsburgh  Railways  Company, 

Pittsburgh  Motor  Coach  Company, 
and  the  41  Subsidiary  and  Underlier  Companies 
in  the  Pittsburgh  Railways  system. 

(5)  The  failure  and  refusal  of  the  Commission  to  find  that  the 
properties  and  businesses  of  each  of  the  companies  enumerated  in 
paragraph  (4)  above  may  be  retained  as  a  business  the  retention  of 
an  interest  in  which  is  necessary  or  appropriate  in  the  public  in¬ 
terest  or  for  the  protection  of  investors  or  consumers  and  not  detri¬ 
mental  to  the  proper  functioning  of  the  single  integrated  public- 
utility  system  comprised  of  the  gas  utility  properties  and  the 
electric  utility  properties  in  the  Philadelphia  Company  system,  are 
in  disregard  of  substantial  and  uncontradicted  evidence  which  sup¬ 
ports  and  requires  such  a  finding. 

(6)  The  finding  that  the  integrated  public-utility  system  con¬ 
sisting  of  the  gas  utility  properties  of  Equitable  Gas,  Pittsburgh 
and  West  Virginia,  and  Philadelphia  Company  can  be  operated 
as  an  independent  system  without  the  loss  of  substantial  economies 
which  can  be  secured  by  the  retention  of  control  by  Philadelphia 
Company,  is  not  supported  by  substantial  evidence  and  is  in  dis¬ 
regard  of  substantial  and  uncontradicted  evidence  to  the  contrary. 
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(7)  The  Commission's  failure  and  refusal  to  find  that  the  con- 
‘tinued  combination  of  the  gas  utility  system  mentioned  in  para¬ 
graph  (6)  above  and  of  the  electric  utility  system  of  Duquesne, 
under  the  control  of  Philadelphia  Company,  is  not  so  large  (con¬ 
sidering  the  state  of  the  art  and  the  area  or  region  affected)  as  to 
I  impair  the  advantages  of  localized  management,  efficient  operation, 
ror  the  effectiveness  of  regulation,  are  in  disregard  of  substantial 
and  uncontradicted  evidence  which  supports  and  requires  such  a 
finding. 

(8)  The  finding  that  the  size  of  the  integrated  gas  utility 
system  of  the  Philadelphia  Company  “exceeds  that  of  numerous 
companies  which  have  demonstrated  conclusively  their  ability  to 
operate  effectively  free  from  holding  company  control”  is  not  sup¬ 
ported  by  any  evidence. 

| 

(9)  The  finding  that  “the  two  other  gas  companies  operating 
in  the  City  of  Pittsburgh  .  .  .  are  both  able  to  operate  effectively 
without  being  tied  through  holding  company  control  to  any  elec¬ 
tric  utility  system”  is  not  supported  by  substantial  evidence. 

| 

(10)  The  finding  that  the  increase  in  the  annual  operating 
(expenses  of  the  several  groups  of  companies  in  the  Philadelphia 

>mpany  system  resulting  from  segregation  does  not  constitute 
>roof  of  loss  of  substantial  economies  within  the  meaning  of  clause 
[(A)  of  Section  11  (b)  (1)  ,  is  not  supported  by  substantial  evidence, 
Ld  is  in  disregard  of  substantial  and  uncontradicted  evidence  sup- 
>rting  and  requiring  a  finding  that  such  increase  in  annual  operat- 
i g  expenses  does  constitute  proof  of  loss  of  substantial  economies 
ithin  the  meaning  of  said  clause  (A).  The  Commission  erred  in 
foiling  and  refusing  to  find  that  such  increase  does  constitute  a  loss 
>f  substantial  economies  which  can  be  secured  by  the  retention  of 
jontrol  by  Philadelphia  Company  of  said  groups  of  companies. 

i 

(11)  The  findings  (a)  that  the  segregation  of  the  electric  and 
utility  systems  in  the  Philadelphia  Company  system  will  result 

an  advantage  to  Duquesne  in  that  an  independent  management 
for  Duquesne  would  be  allowed  to  devote  its  entire  energies  to  that 
>mpany  and  that  Company  would  not  continue  to  have  its  opera- 
ions  supervised  by  common  management  which  is  also  conducting 
lother  business  in  the  same  area  which  must  be  viewed  as  a 


available 

il  bound  volum* 


2794a  Philadelphia  Company  Petition  for  Rehearing . 


potential  if  not  an  actual  competitor,  (b)  that  it  is  not  unlikely 
that  any  increase  in  personnel  costs  incurred  by  Duquesne  upon  ' 
such  segregation  may  be  offset  by  greater  productivity  which 
should  result  from  additional  personnel  and  from  the  concentra- . 
tion  of  the  energies  of  all  personnel  on  the  single  system  to  which 
they  will  then  be  assigned  and  to  which  they  will  owe  undivided 
allegiance,  (c)  that  Duquesne  will  enjoy  substantial  economic  ad-  ' 
vantages  as  a  result  of  such  segregation,  and  (d)  that  the  advan¬ 
tages  which  will  accrue  to  Duquesne  from  such  segregation  will  i 
outweigh  the  disadvantages  resulting  therefrom,  are  not  supported 
by  substantial  evidence.  The  failure  and  refusal  of  the  Commission 
to  find  (a)  that  the  segregation  of  the  electric  and  gas  utility 
systems  in  the  Philadelphia  Company  system  will  not  result  in  any 
advantage  to  Duquesne  by  reason  of  an  independent  management, 
or  otherwise,  (b)  that  any  increase  in  costs  incurred  by  Duquesne 
upon  such  segregation  will  not  be  offset  by  any  greater  productivity 
of  personnel  or  otherwise,  (c)  that  Duquesne  will  not  enjoy  any 
substantial  economic  advantages  as  a  result  of  such  segregation,  and 
(d)  that  the  disadvantages  accruing  to  Duquesne  from  any  such 
segregation  far  outweigh  the  advantages,  if  any,  resulting  there¬ 
from,  are  in  disregard  of  substantial  and  uncontradicted  evidence 
which  supports  and  requires  such  findings. 

(12)  The  findings  (a)  that  the  segregation  of  the  electric  and 
gas  utility  systems  in  the  Philadelphia  Company  system  will  result 
in  an  advantage  to  said  gas  utility  system  in  that  an  independent 
management  for  said  gas  system  would  be  allowed  to  devote  its  en¬ 
tire  energies  to  that  business  and  that  business  would  not  continue 
to  have  its  operations  supervised  by  common  management  which  is 
also  conducting  another  business  in  the  same  area  which  must  be 
viewed  as  a  potential  if  not  an  actual  competitor,  (b)  that  it  is 
not  unlikely  that  any  increase  in  personnel  costs  incurred  by  said 
gas  utility  system  upon  such  segregation  may  be  offset  by  greater 
productivity  which  should  result  from  additional  personnel  and 
from  the  concentration  of  the  energies  of  all  personnel  on  the 
single  system  to  which  they  will  then  be  assigned  and  to  which 
they  will  owe  undivided  allegiance,  ( c )  that  said  gas  utility  system 
will  enjoy  substantial  economic  advantages  as  a  result  of  such 
segregation,  and  (d)  that  the  advantages  which  will  accrue  to  said 
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gas  utility  system  from  such  segregation  will  outweigh  the  disad¬ 
vantages  resulting  therefrom,  are  not  supported  by  substantial 
evidence.  The  failure  and  refusal  of  the  Commission  to  find  (a) 
that  the  segregation  of  the  electric  and  gas  utility  systems  in  the 
,  Philadelphia  Company  system  will  not  result  in  any  advantage  to 
said  gas  utility  system  by  reason  of  an  independent  management  or 
■  otherwise,  (b)  that  any  increase  in  costs  incurred  by  said  gas 
utility  system  upon  such  segregation  will  not  be  offset  by  any 
greater  productivity  of  personnel  or  otherwise,  (c)  that  said  gas 
utility  system  will  not  enjoy  any  substantial  economic  advantages 
I  as  a  result  of  such  segregation,  and  (d)  that  the  disadvantages 
accruing  to  said  gas  utility  system  from  any  such  segregation  far 
outweigh  the  advantages,  if  any,  resulting  therefrom,  are  in  disre¬ 
gard  of  substantial  and  uncontradicted  evidence  which  supports 
and  requires  such  findings.  j 

(13)  The  finding  (or  inferential  finding)  that  the  electric 
and  gas  businesses  of  Philadelphia  Company  do  not  each  have 
independent  managements  which  are  allowed  to  devote  their  entire 
energies  to  their  respective  businesses,  is  not  supported  by  substan¬ 
tial  evidence,  and  is  in  disregard  of  substantial  and  uncontradicted 
evidence  to  the  contrary. 

(14)  The  finding  (or  inferential  finding)  that  greater  pro¬ 
ductivity  will  result  from  the  additional  personnel  and  from  the 
concentration  of  the  energies  of  all  personnel  on  the  single  system 
to  which  they  are  assigned,  after  segregation  of  the  electric  and 
gas  utilities  systems  of  Philadelphia  Company,  is  not  supported  by 
substantial  evidence  and  is  in  disregard  of  substantial  and  un- 

j 

contradicted  evidence  to  the  contrary. 

( 15 )  The  findings  ( or  inferential  findings )  that  substantial  eco¬ 
nomic  advantages  will  result  from  the  segregation  of  the  electric 
and  gas  utility  systems  of  Philadelphia  Company,  and  that  such 
advantages  outweigh  the  disadvantages  which  will  result  from 
the  segregation  of  such  systems,  are  not  supported  by  substantial 
evidence  and  are  in  disregard  of  substantial  and  uncontradicted 
evidence  to  the  contrary. 

i 

(16)  The  Commission's  findings  (or  inferential  findings)  that 
advantages  will  result  from  segregation,  and  that  such  advantages. 
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although  “subtle  in  nature  and  incapable  of  exact  measurement,”  < 
which  “are  not  unlikely”  or  which  are  “likely”  to  result  therefrom, 
or  which  “should  result”  therefrom,  outweigh  the  disadvantages 
resulting  from  segregation  in  this  case,  are  not  supported  by  sub¬ 
stantial  evidence,  and  are  in  disregard  of  substantial  and  uncon-  „ 
tradicted  evidence  to  the  contrary. 

I 

(17)  The  finding  that  Petitioners’  witness  Coffman  lacked  the  ■ 
requisite  qualifications  to  testify  as  an  expert  with  respect  to  losses 
of  economies  resulting  from  a  segregation  of  the  companies  in  the 
Philadelphia  Company  holding  company  system  is  not  supported 
by  substantial  evidence.  The  failure  and  refusal  of  the  Commission 
to  find  that  Coffman  was  fully  qualified  as  an  expert  to  testify 
with  respect  to  such  losses  of  economies  are  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  which  supports  and  requires 
such  a  finding. 

(18)  The  findings  (or  inferential  findings)  that  Coffman  did 
not  qualify  as  an  expert  in  public  utility  operations  and  economies, 
that  he  was  not  shown  to  possess  an  intimate  knowledge  of  actual 
utility  operations,  and  that  he  was  unfamiliar  with  the  problems 
of  utility  operations,  are  not  supported  by  substantial  evidence. 

(19)  The  finding  that  the  record  is  barren  of  sufficient  evi¬ 
dence  from  which  the  Commission  could  ascertain  the  basis  of  the 
opinions  expressed  by  the  witness  Coffman  and  test  their  relia¬ 
bility  is.  not  supported  by  the  evidence. 

(20)  The  findings  that  Coffman’s  judgment  as  to  personnel  re¬ 
quired  on  segregation  was  not  based  upon  his  own  examination  of 
the  actual  operations  and  workload  of  the  companies,  and  that 
Coffman  did  not  make  a  first-hand  inspection  of  actual  operations 
of  the  personnel  and  other  factors  involved  in  his  economies  study, 
are  not  supported  by  substantial  evidence. 

(21)  The  findings  that  Petitioners’  witness  Coffman  was  un¬ 
familiar  with  the  details  of  his  work  and  was  unable  to  present  ! 
the  basic  data  upon  which  he  relied  and  to  explain  satisfactorily 
and  in  sufficient  detail  the  factors  on  which  he  reached  his  conclu¬ 
sions,  are  not  based  upon  substantial  evidence. 
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(22)  The  finding  (or  inferential  finding)  that  the  Commission 
or  its  staff  had  no  opportunity  to  examine  the  individuals  who  ob- 
'  tained  certain  “basic  data”  for  Coffman  or  from  whom  such  data 
were  obtained,  is  not  supported  by  any  evidence.  | 

r  (23)  The  findings  that  it  would  have  been  impossible  for  Coff¬ 

man,  during  the  time  he  spent  in  Pittsburgh,  and  that  he  did  not 
spend  sufficient  time  in  Pittsburgh,  to  have  acquired  the  detailed 
information  with  respect  to  the  actual  operations  of  the  Petition¬ 
ers  which  would  be  basic  to  any  valid  study  of  the  subject  of  loss 
of  economies,  are  not  supported  by  substantial  evidence. 

(24)  The  finding  (or  conclusion)  that  Coffman  cannot  be  con¬ 
sidered  as  having  made  any  valid  study  of  loss  of  economies  at 

1  all  is  not  supported  by  substantial  evidence. 

(25)  The  findings  that  the  study  of  losses  of  economies  made 
by  Coffman  is  not  sufficient  to  support  the  increase  in  expenses 
which  Petitioners  claim  will  result  from  segregation,  and  that  said 
study  contains  basic  defects  which  are  so  substantial  as  to  entitle 
it  to  little  probative  value  on  the  question  of  losses  of  substantial 
economies,  are  not  supported  by  substantial  evidence. 

(26)  The  finding  that  the  methods  employed  by  Coffman  in 
his  study  of  loss  of  economies  were  inadequate  is  not  supported 
by  substantial  evidence. 

(27)  The  findings  that  neither  of  the  Petitioners'  witnesses 

Hartt  and  Stone  made  any  separate  independent  investigation  of 
the  subject  of  losses  of  economies  resulting  from  a  segregation  of 
the  companies  in  the  Philadelphia  Company  holding  company 
system,  and  the  finding  that  their  conclusions  cannot  be  regarded 
as  representing  independent  evidence,  are  not  supported  bjr  sub¬ 
stantial  evidence.  I 

(28)  The  failure  and  refusal  of  the  Commission  to  make  a 
finding  that  Petitioners'  witnesses  Hartt  and  Stone  were  each  fully 
qualified  as  experts  to  make  a  study  of  and  to  testify  with  respect 
to  losses  of  economies  resulting  from  a  segregation  of  the  com¬ 
panies  in  the  Philadelphia  Company  holding  company  system,  are 
in  disregard  of  substantial  and  uncontradicted  evidence  which  sup¬ 
ports  and  requires  such  a  finding. 
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(29)  The  finding  that  the  alleged  failure  of  the  Petitioners* 
witnesses  Coffman,  Hartt  and  Stone  to  make  a  study  of  what  the 
effects  of  segregation  of  the  companies  in  the  Philadelphia  Com¬ 
pany  holding  company  system  would  be  on  an  overall  system-wide 
basis  invalidates  their  respective  estimates  as  to  economies  lost 
upon  segregation,  is  not  supported  by  substantial  evidence.  The 
failure  and  refusal  of  the  Commission  to  find  that,  with  respect 
to  the  properties  and  operations  of  said  companies,  the  loss  of 
economies  resulting  from  a  segregation  of  said  companies  may 
be  accurately  and  reasonably  determined  as  to  each  group  of  com¬ 
panies  by  determining  what  effect  the  elimination  of  Equitable 
Auto  and  of  the  General  Departments  would  have  upon  the  oper¬ 
ating  expenses  of  each  group  of  companies,  are  in  disregard  of 
substantial  and  uncontradicted  evidence  which  supports  and  re¬ 
quires  such  a  finding. 

( 30 )  The  finding  that  the  studies  and  evidence  of  the  witnesses 
Coffman,  Hartt  and  Stone  were  based  on  the  assumption  that  all 
functions  presently  performed  by  the  General  Departments  would 
have  to  be  duplicated  in  toto  in  the  separate  groups  on  segregation, 
without  consideration  of  any  combinations  of  operations,  changes 
of  organization  or  absorption  of  functions,  is  not  supported  by  sub¬ 
stantial  evidence. 

(31)  The  finding  that  the  failure  of  the  witnesses  Coffman, 
Hartt  and  Stone  to  make  efficiency  studies  of  the  present  com¬ 
panies  in  the  Philadelphia  Company  System  on  the  operating  level, 
and  their  alleged  failure  to  ascertain  to  what  extent,  if  any,  the 
functions  now  performed  by  the  General  Departments  could  be 
eliminated,  curtailed  or  taken  over  in  whole  or  in  part  by  the  per¬ 
sonnel  presently  employed  by  the  operating  companies,  constitutes 
a  serious  or  fatal  defect  in  the  testimony  given  by  those  witnesses 
on  the  subject  of  losses  of  economies,  is  not  supported  by  substan¬ 
tial  evidence. 

(32)  The  finding  or  conclusion  (or  inferential  finding  or  con¬ 
clusion)  that  the  economies  studies  of  the  witnesses  Coffman,  Hartt 
and  Stone  did  not  take  into  account  any  offsetting  gains  which 
might  be  realized  as  a  result  of  segregation,  is  not  supported  by 
substantial  evidence  and  is  in  disregard  of  substantial  and  uncon¬ 
tradicted  evidence  to  the  contrary. 
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( 33 )  The  findings  that  it  is  requisite  to  the  validity  of  a  study 
of  the  economies  lost  upon  the  segregation  of  the  companies  in  the 
Philadelphia  Company  holding  company  system  that  an  exami¬ 
nation  be  made  of  the  entire  situation  both  before  and  after  segre¬ 
gation,  including  a  determination  of  what  present  expenses  might 
be  eliminated  or  reduced  on  segregation  by  combining  functions 
now  performed  by  the  General  Departments  with  those  presently 
performed  by  the  operating  companies  themselves,  and  that  neither 
Coffman,  Hartt  nor  Stone  made  any  such  examination  or  determina¬ 
tion,  are  not  supported  by  substantial  evidence. 

(34)  The  failure  and  refusal  of  the  Commission  to  find  that 
the  companies  in  the  Philadelphia  Company  holding  company  sys¬ 
tem  are  efficiently  operated  and  that  there  is  no  excess  of  man¬ 
power  anywhere  among  said  companies,  are  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  which  supports  and  requires 
such  findings. 

( 35 )  The  finding  that  the  studies  of  the  Petitioners*  witnesses 
Coffman,  Hartt  and  Stone  were  based  upon  a  perpetuation  of  the 
General  Department  organization  and  upon  a  retention  of  present 
personnel  at  substantially  the  present  salary  levels,  is  not  sup¬ 
ported  by  substantial  evidence.  The  failure  and  refusal  of  the  Com¬ 
mission  to  find  that  the  methods  followed  by  said  witnesses  in 
determining  the  additional  personnel  and  their  salaries  which 
would  be  required  as  a  result  of  segregation,  were  reasonable  and 
sound  and  produced  a  reasonably  accurate  result,  are  in  disregard 
of  substantial  and  uncontradicted  evidence  which  supports  and 
requires  such  findings. 

(36)  The  findings  that  the  witnesses  Coffman,  Hartt  and 
Stone,  in  considering  employees  who  would  be  required  on  segre¬ 
gation,  created  positions  which  merely  represent  those  of  persons 
presently  working  in  the  General  Departments,  that  such  persons 
were  carried  over  on  segregation  at  either  an  identical  or  an  in¬ 
creased  salary,  and  that  the  primary  motivation  for  setting  up 
such  positions  and  the  salaries  listed  was  to  carry  over  the  exist¬ 
ing  personnel,  are  not  supported  by  substantial  evidence. 

(37)  The  failure  and  refusal  of  the  Commission  to  make  each 
of  the  following  Findings  of  Fact  are  in  disregard  of  substantial 
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and  nncontradicted  evidence  in  the  record  which  supports  and  re¬ 
quires  such  findings: 

(a)  That  the  divorcement  from  the  Philadelphia  Com¬ 
pany  system  of  the  companies  in  the  Gas  Group  and  of  those  in 
the  Transportation  Group  will  result  in  a  loss  of  substantial  econ¬ 
omies  to  the  Philadelphia  Company  system,  and  that  such  divorce¬ 
ment  will  cause  a  total  increase  in  the  annual  operating  expenses 
of  all  companies  in  the  Philadelphia  Company  holding  company 
system  in  excess  of  $1,000,000 ; 

(b)  That  the  divorcement  from  the  Philadelphia  Com¬ 
pany  system  of  the  companies  in  the  Gas  Group  and  of  those  in 
the  Transportation  Group  will  result  in  a  loss  of  substantial  econ¬ 
omies  to  the  companies  in  the  Electric  Group,  and  that  such 
divorcement  will  cause  a  total  increase  in  the  annual  operating  ex¬ 
penses  of  the  companies  in  the  Electric  Group  of  at  least  $479,840; 

(c)  That  the  divorcement  from  the  Philadelphia  Com¬ 
pany  system  of  the  companies  in  the  Gas  Group  and  of  those  in 
the  Transportation  Group  will  result  in  a  loss  of  substantial  econ¬ 
omies  to  the  companies  in  the  Gas  Group,  and  that  such  divorce¬ 
ment  will  cause  a  total  increase  in  the  annual  operating  expenses 
of  the  companies  in  the  Gas  Group  of  at  least  $500,328,  substan¬ 
tially  all  of  which  increase  in  expenses  is  represented  by  increased 
expenses  of  Equitable  Gas  and  Pittsburgh  and  West  Virginia; 

(d)  That  the  divorcement  from  the  Philadelphia  Com¬ 
pany  system  of  the  companies  in  the  Gas  Group  and  of  those  in  the 
Transportation  Group  will  result  in  a  loss  of  substantial  economies 
to  Equitable  Gas  and  to  Pittsburgh  and  West  Virginia; 

( e )  That  the  divorcement  from  the  Philadelphia  Company 
system  of  the  companies  in  the  Gas  Group  and  of  those  in  the 
Transportation  Group  will  result  in  a  loss  of  substantial  economies 
to  the  companies  in  the  Transportation  Group,  and  that  such 
divorcement  will  result  in  a  total  increase  in  the  annual  operating 
expenses  of  the  companies  in  the  Transportation  Group  of  at  least 
$98,093. 

(38)  The  finding  that  the  statement  quoted  in  the  Order  from 
Philadelphia  Company’s  1946  Form  U-5-S  indicates  the  possibility 
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that  modifications  might  be  made  in  the  General  Departments  Which 
f  would  be  in  the  interests  of  greater  overall  efficiency,  is  not  sup¬ 
ported  by  substantial  evidence. 

( 39 )  The  finding  that  inconsistency  exists  in  the  methods  and 
!  practices  employed  by  the  Petitioners  in  allocating  the  costs  of 
i  the  General  Departments,  is  not  supported  by  substantial  evidence. 

r 

( 40 )  The  finding  that  the  use  by  the  witnesses  Coffman,  Hartt 
and  Stone  of  the  present  methods  of  cost  allocation  employed  by 
the  Petitioners  in  allocating  the  costs  of  the  General  Departments 

1  reflects  adversely  upon  the  accuracy  of  their  respective  estimates 
of  loss  of  economies,  is  not  supported  by  substantial  evidence. 

I  The  failure  and  refusal  of  the  Commission  to  find  that  said  methods 
t  are  reasonable  and  that  it  was  reasonable  for  said  witnesses  to 
j  utilize  those  methods  in  connection  with  their  determinations  of 
loss  of  economies,  are  in  disregard  of  substantial  and  uncpntra- 

dicted  evidence  which  supports  and  requires  such  a  findings 

! 

(41)  The  findings  that  the  methods  used  by  the  witnesses 
Coffman,  Hartt  and  Stone  in  determining  what  the  rental  space 
requirements  and  costs  would  be  for  the  companies  in  the  Phila¬ 
delphia  Company  system  after  segregation  reflect  adversely  upon 
the  accuracy  of  their  respective  estimates  of  losses  of  economies, 
are  not  based  upon  substantial  evidence.  The  failure  and  refusal 
of  the  Commission  to  find  that  the  methods  employed  by  these 
witnesses  in  determining  what  the  rental  space  requirements  and 
costs  of  such  companies  would  be  as  a  result  of  segregation  are 
reasonable  and  sound  and  produce  an  accurate  result,  are  in  disre¬ 
gard  of  substantial  and  uncontradicted  evidence  which  supports 

!  and  requires  such  findings. 

i 

(42)  The  findings  that  the  assumption  made  by  the  witnesses 
Coffman,  Hartt  and  Stone  that  Philadelphia  Company  would  con¬ 
tinue  in  existence  after  segregation  as  a  holding  company  with 
respect  to  Duquesne,  Steam  Heating,  Cheswick  and  Harmar,  and 
Equitable  Real  Estate,  and  their  failure  to  find  what  savings  would 
be  effected  by  Philadelphia  Company's  elimination,  constitute  de- 

Ifects  in  their  respective  studies  of  loss  of  economies,  are  not  sup¬ 
ported  by  substantial  evidence.  The  failure  and  refusal  of  the  Com- 
I  mission  to  find  that  said  assumption  was  reasonable  for  the  purpose 


I 

I 


2802a  Philadelphia  Company  Petition  for  Rehearing. 


of  the  studies  made  by  these  witnesses,  and  that  no  savings  would 
be  effected  as  to  the  gas  group  of  companies  or  any  other  group  of  , 
companies  in  the  Philadelphia  Company  system  by  the  elimination 
of  Philadelphia  Company,  are  in  disregard  of  substantial  and  un¬ 
contradicted  evidence  which  supports  and  requires  such  findings. 

(43)  The  failure  and  refusal  of  the  Commission  to  find  that 
the  methods  employed  by  the  witnesses  Coffman,  Hartt  and  Stone 
in  estimating  the  losses  of  economies  resulting  from  segregation 
are  reasonable  and  produce  an  accurate  and  conservative  result,  are 
in  disregard  of  substantial  and  uncontradicted  evidence  which  sup-  i 
ports  and  requires  such  findings. 

(44)  The  failure  and  refusal  of  the  Commission  to  find  that  | 
the  methods  followed  and  the  results  reached  by  Coffman  in  his  i 
study  of  losses  of  economies  were  reviewed  independently  by  the 
witnesses  Hartt  and  Stone,  who  confirmed  by  their  own  independent 
judgment  that  the  methods  and  procedures  employed  by  Coffman 
in  his  study  were  sound  and  that  the  results  of  his  study  were 
reasonably  accurate,  are  in  disregard  of  substantial  and  uncontra¬ 
dicted  evidence  which  supports  and  requires  such  findings. 

(45)  The  finding  that  the  conclusions  of  the  witnesses  Hartt 

and  Stone  cannot  be  regarded  as  representing  independent  evidence 
sufficient  to  constitute  proof  of  loss  of  substantial  economies  on 
segregation  is  in  disregard  of  substantial  and  uncontradicted  evi¬ 
dence  to  the  contrary,  which  evidence  supports  and  requires  a  find¬ 
ing  that  the  evidence  of  the  witnesses  Hartt  and  Stone  represents 
independent  evidence  sufficient  to  constitute  proof  of  loss  of  sub¬ 
stantial  economies  on  segregation.  , 

(46)  The  finding  that  there  is  nothing  in  the  record  to  support 
the  existence  of  losses  other  than  those  embraced  in  the  studies  of 
Coffman,  Hartt  and  Stone  is  in  disregard  of  substantial  and  uncon¬ 
tradicted  evidence  to  the  contrary. 

(47)  The  findings  that  there  are  basic  defects  inherent  in 

Coffman’s  studies,  and  that  such  defects  “were  obviously  carried 
over  and  are  inherent  in  the  conclusions  reached  by  Hartt  and  2 
Stone”  in  their  economies  studies,  are  in  disregard  of  substantial  | 
and  uncontradicted  evidence  to  the  contrary.  j 
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(48)  With  reference  to  the  Pittsburgh  Railways  System,  the 
Commission  erred  in  making  the  following  findings : 

j 

(a)  The  joint  use  of  the  General  Departments  to  perform 
administrative  functions  does  not  demonstrate  an  operating 
relationship  between  the  transportation  system  and  the  opera¬ 
tions  of  the  electric  utility  system ; 

i 

(b)  The  relationship  established  by  reason  of  the  con¬ 
sumption  of  electric  power  by  the  transportation  system  is  not 
the  type  of  operating  or  functional  relationship  required  in 
order  that  the  transportation  system  should  be  retainable; 

(c)  There  is  no  showing  that  the  joint  use  of  certain 
facilities  by  Duquesne  and  the  transportation  system  has  any 
relationship  to  the  efficient  operations  of  the  electric  utility 
system,  and  such  joint  use  has  no  bearing  on  the  operations  of 
the  electric  utility  system,  being  merely  “another  incidental 
relationship” ; 

(d)  No  functional  relationship  exists  as  between  the  op¬ 
erations  of  Pittsburgh  Railways  and  those  of  Duquesne; 

( e )  The  joint  use  of  facilities  by  Duquesne  and  Pittsburgh 

Railways  can  be  undertaken  separately  or  by  contract  arrange¬ 
ment  with  like  efficiency;  j 

(f)  No  contention  is  made  that  Pittsburgh  Railways  or 
the  public  is  benefited  by  joint  ownership  with  Duquesne,  aside 
from  certain  economies  in  operation  covered  by  the  Coffman, 
Hartt  and  Stone  studies; 

(g)  During  the  last  47  years  the  entire  burden  of  sup¬ 
porting  Philadelphia  Company’s  security  structure  has  fallen 
on  the  electric  and  gas  properties; 

( h )  The  methods  used  by  Coffman,  Hartt  and  Stone  in  the 
preparation  of  their  studies,  and  the  inability  of  these  wit¬ 
nesses  to  explain  and  sustain  their  estimates  of  loss  of  econo¬ 
mies  to  the  transportation  system  entitle  their  studies  and 
testimony  to  “very  limited  probative  effect” ; 

(i)  A  loss  of  economies  of  $98,000  annually  to  the  trans¬ 
portation  system  is  of  little  significance  when  viewed  in  the 
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context  of  the  Pittsburgh  Railways  System,  and  the  loss  of 
economies  of  $98,000  annually  to  the  Pittsburgh  Railways  sys¬ 
tem  is  insignificant  to  either  investors  or  consumers,  or  would 
be  outweighed  by  benefits  inherent  in  confining  the  attention 
of  separate  managements  to  the  problems  of  their  respective 
businesses; 

(j)  The  continued  control  by  Philadelphia  Company  of 
the  electric  system,  the  gas  system  and  the  transportation 
system  is  a  heterogeneous  association  of  properties,  and  is  not 
justified  by  the  economies  effected  through  such  continued  con¬ 
trol; 

(k)  Philadelphia  Company’s  control  of  Pittsburgh  Rail¬ 
ways  may  have  impeded  or  will  impede  the  natural  growth  of 
motor  bus  service,  and  there  may  have  been  or  will  be  over¬ 
reaching  in  the  fixing  of  the  rates  charged  Pittsburgh  Railways 
for  power; 

each  of  which  is  not  supported  by  substantial  evidence  and  is  in 
disregard  of  substantial  and  uncontradicted  evidence  to  the  con¬ 
trary.  The  finding  that  the  joint  use  of  transmission  and  trans¬ 
former  equipment  is  common  practice  in  cities  where  the  street 
railways  system  is  independent  of  the  electric  system  is  not  sup¬ 
ported  by  substantial  evidence. 

(49)  The  findings  (or  inferential  findings)  that  the  dividend 
policy  of  Duquesne  is  unsound,  and  that  the  public  security  holders 
of  Duquesne  and  of  Philadelphia  Company  have  been  prejudiced  by 
Philadelphia  Company’s  ownership  of  securities  of  the  Pittsburgh 
Railways  System,  are  not  supported  by  substantial  evidence  and 
are  in  disregard  of  substantial  and  uncontradicted  evidence  to  the 
contrary. 

(50) !  The  findings  (or  inferential  findings)  that  “possibilities” 
inherent  in  common  control  of  the  transportation  system  and  of 
the  other  companies  in  the  Philadelphia  Company  system,  that 
“consequent  potentialities  for  substantial  detriment  to  investors, 
consumers  and  the  general  public,”  and  that  possible  future  over¬ 
reaching  as  between  the  companies,  outweigh  proven  facts  showing 
that  such  common  control  and  retention  of  the  transportation  sys- 
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tem  is  necessary  and  appropriate  in  the  public  interest  and  for  the 
protection  of  investors  or  consumers  and  not  detrimental  to  the 
proper  functioning  of  the  public  utility  system  of  Duquesne,  are 
not  supported  by  substantial  evidence  and  are  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  to  the  contrary. 

(51)  The  findings  that  Philadelphia  Company  has  presented 
no  substantial  reasons  why  it  should  continue  its  corporate  exist¬ 
ence  (assuming  the  divestments  ordered  by  the  Commission)  and 
that  there  are  no  such  reasons,  are  not  supported  by  substantial 
evidence.  j 

p  (52)  The  finding  that  substantial  savings  would  be  effected 
through  the  elimination  of  Philadelphia  Company  after  consum¬ 
mating  the  divestments  ordered  by  the  Commission  is  not  supported 


by  substantial  evidence. 


(53)  The  finding  that,  assuming  the  divestments  ordered  by 
the  Commission,  the  investment  and  financial  services  thereafter 
to  be  rendered  by  Philadelphia  Company  to  its  subsidiaries  would 
not  constitute  a  sufficient  justification  for  continuation  of  Phila¬ 
delphia  Company,  is  not  supported  by  substantial  evidence. 

(54)  The  finding  that  the  continued  existence  of  Philadelphia 

Company,  assuming  the  divestments  ordered  by  the  Commission, 
would  constitute  an  unnecessary  complexity  in  the  structure  of 
the  Philadelphia  Company  holding  company  system  is  not  sup¬ 
ported  by  substantial  evidence.  j 

( 55 )  The  finding  that  if  the  divestments  ordered  by  the  Com- 
||  mission  do  not  take  place  the  Philadelphia  Company  holding  com¬ 
pany  system  contains  numerous  undue  and  unnecessary  complexi¬ 
ties  which  would  require  substantial  steps  to  be  taken  to  achieve 
compliance  with  Section  11(b)(2)  is  not  supported  by  substantial 

\  evidence. 

( 56 )  The  finding  that,  to  provide  funds  for  Philadelphia  Com¬ 
pany  to  meet  its  interest  and  dividend  payments,  it  has  !  been 
necessary  for  Philadelphia  Company  to  call  upon  Duquesne  to  pay 
up  to  it  as  common  stock  dividends  “an  inordinately  high  percent¬ 
age  of  Duquesne’s  net  income,”  is  not  supported  by  substantial 
evidence. 
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(57  )  The  findings  that  there  is  an  “intricate  arrangement  of 
guarantees  by  Philadelphia  Company  of  securities,  leases  and  op¬ 
erating  agreements  of  the  companies  in  the  Pittsburgh  Railways 
System,1”  and  that  such  an  “arrangement”  constitutes  an  undue 
and  unnecessary  complexity  in  the  Philadelphia  Company  system 
are  not  supported  by  substantial  evidence. 


(58)  The  finding  that  Petitioners  by  the  time  specified  for  the 
filing  of  briefs,  had  had  sufficient  time  in  which  to  brief  all  the- 
objections  which  they  desired  to  press,  is  not  supported  by  substan¬ 
tial  evidence  and  is  contrary  to  fact. 


(59)  The  finding  that  the  witness  Scharff  was  merely  a  “con¬ 
sulting  valuation  and  sanitary  engineer”  is  wholly  inadequate  and 
gives  an  entirely  erroneous  impression.  The  finding  that  the  witness 
Scharff  had  “limited”  qualifications  as  an  expert  in  the  matters  to 
which  he  testified  is  not  supported  by  substantial  evidence.  In  fact 
the  substantial  and  uncontradicted  evidence  is  to  the  effect  that 
Scharff  is  one  of  the  foremost  experts  in  the  United  States  on  both 
electric  and  gas  operations. 


( 60 )  The  finding  that  Petitioners  have  not  been  prejudiced  by 
the  rulings  of  the  trial  examiner  in  striking  certain  testimony  given 
and  exhibits  prepared  by  the  witness  Scharff,  particularly  in  the 
light  of  the  Commission’s  action  in  the  Order  overruling  the  ex¬ 
aminer’s  action,  is  wholly  erroneous,  because,  by  the  examiner’s 
action.  Petitioners  were  and  presently  are  prevented  from  further 
examining  the  witness  as  to  such  exhibits,  the  significance  of  such 
exhibits,  and  the  conclusions  to  be  drawn  therefrom. 


(61)  The  finding  that  Scharff ’s  evidence  and  exhibits  are  not 
sufficient  to  support  a  conclusion  that  no  significant  benefits  would  v 
result  from  the  segregation  of  gas  and  electric  properties  is  not  sup- 
ported  by  substantial  evidence. 


(62)  The  findings  that  Petitioners  have  not  been  prejudiced  , 
by  the  trial  examiner’s  rulings  (later  overruled  by  the  Commission ^ 
in  the  Order)  as  to  certain  testimony  and  exhibits  of  Coffman  per¬ 
taining  to  Duquesne  and  Pittsburgh  Railways,  and  that  said  testi-  ^ 
mony  and  exhibits  have  little  or  no  relevancy  to  any  issues  in  this 
case,  are  wholly  erroneous.  j 
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(63)  With  reference  to  Petitioners’  charge  of  harassment,  the 

Commission  erred  in  making  the  following  findings:  ! 

f  -I 

.  (a)  There  is  no  support  whatever  for  Petitioners’  asser¬ 

tion  that  they  have  been  harassed  in  the  presentation  of  their 
?  case; 

(b)  Petitioners  were  given  every  opportunity  to  prepare 
f  and  present  their  case  as  fully  as  they  desired; 

(c)  Every  effort  was  made  to  arrange  the  hearing  sched- 

\  ule  to  conform  with  Petitioners’  convenience  and  require¬ 

ments; 

(d)  Petitioners  have  been  afforded  every  appropriate  op¬ 
portunity  and  courtesy  in  the  preparation  and  presentation  of 
their  case; 

(e)  There  is  no  basis  to  the  charge  that  Petitioners  were 
harassed  by  being  required  to  prepare  voluminous  statistical 

l  material  for  the  staff,  and  that  there  is  nothing  in  the  record 
L  to  indicate  that  the  staff’s  motives  were  based  on  anything 

|  other  than  a  desire  to  develop  as  full  and  fair  a  record  as 

possible; 

( f )  The  parties  to  these  proceedings  were  unable  to  arrive 
at  a  mutually  satisfactory  arrangement  as  to  the  order  of 

.  filing  briefs  and  the  hearing  officer  referred  the  matter  to  the 
w  Commission  to  determine; 

t  each  of  which  is  not  supported  by  substantial  evidence  and  is  in 
disregard  of  substantial  and  uncontradicted  evidence  to  the  con¬ 
trary. 

k 

(64)  The  failure  and  refusal  of  the  Commission  to  find  that 
from  the  start  of  the  hearings  herein  until  the  last  day  thereof,  re- 

K  peated  requests,  aggregating  over  100  in  number,  were  made  by 
the  Commission’s  Staff  for  the  preparation  by  Petitioners  of  volumi- 
!  nous  statistical  material  and  for  information  concerning  remote  his¬ 
torical  facts  pertaining  to  the  Petitioners,  and  to  find  that  the 
^preparation  of  material  for  one  of  such  requests  alone  required  the 
*  continuous  work  of  a  group  of  five  people  for  more  than  seven  weeks, 
are  in  disregard  of  substantial  and  uncontradicted  evidence  which 
supports  and  requires  such  findings. 
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(65)  The  failure  and  refusal  of  the  Commission  to  find  that 
the  Commission’s  Staff  objected  to  the  qualifications  of  practically 
every  witness  offered  by  Petitioners  as  an  expert  witness  and  based 
such  objections  upon  grounds  which  were  frivolous,  unsubstantial 
and  inconsistent  and  which  in  the  case  of  Coffman  imposed  a 
test  of  qualification  which  would  prevent  anyone  from  ever  testi¬ 
fying  on  the  subject  of  loss  of  economies,  are  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  which  supports  and  requires 
such  a  finding. 

(66)  The  failure  and  refusal  of  the  Commission  to  find  that 
the  conduct  of  the  Commission’s  Staff  in  objecting  to  the  qualifica¬ 
tions  of  the  witnesses  offered  by  the  Petitioners  as  expert  witnesses 
is  consistent  only  with  an  intent  and  plan  to  prevent  any  testimony 
from  being  given  on  the  subject  of  losses  of  economies,  are  in  dis¬ 
regard  of  substantial  and  uncontradicted  evidence  which  supports 
and  requires  such  a  finding. 

(67)  The  failure  and  refusal  of  the  Commission  to  find  that 
the  cross-examination  by  counsel  for  the  Commission’s  Staff  of  the 
Petitioners’  witness  Coffman  was  frivolous,  harassing,  unsubstan¬ 
tial  and  unreasonably  detailed,  are  in  disregard  of  substantial  and 
uncontradicted  evidence  which  supports  and  requires  such  a  finding. 

(68)  The  finding  that  “good  cause  exists  for  making  our 
order  herein  effective  immediately  upon  issuance”  is  not  supported 
by  any  substantial  evidence. 


TIT-  Errors  Made  by  the  Commission  With  Respect  to  the 
Interpretation  and  Application  of  Section  11(b)  of  the 
Act,  and  With  Respect  to  Other  Matters  of  Law. 

V* 

Petitioners’  rights  are  violated  and  they  are  aggrieved  by  the  ^ 
errors  made  by  the  Commission  with  respect  to  the  interpretation  j 
and  application  of  Section  11(b)  of  the  Act,  and  by  errors  with  re-  j 
spect  to  other  matters  of  law,  as  follows :  ' 

(1)  The  Commission  erred  in  overruling  Petitioners’  conten-  A 
tion  that  the  Philadelphia  Company  system  is  not  the  type  of  hold-  * 
ing  company  system  which  Congress  intended  should  be  dismem-  ; 

bered. 
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(2)  The  Commission  erred  in  interpreting  the  Act  as  abso¬ 
lutely  and  under  all  circumstances  prohibiting  the  retention  of  both 
electric  and  gas  properties  together  as  a  single  integrated  public- 
utility  system. 

(3)  The  Commission  erred  in  concluding  as  a  matter  of  law 
that  the  gas  utility  properties  in  the  Philadelphia  Company  system 
are  not  part  of  the  same  single  integrated  public-utility  system  as 
the  electric  utility  properties  of  Duquesne. 

(4)  By  reason  of  the  misinterpretation  of  the  Act  as  stated 
in  paragraph  (2)  above,  the  Commission  erred  in  failing  and  refus¬ 
ing  to  find  that  the  properties  and  businesses  of  each  of  the  following 
companies  are  reasonably  incidental  or  economically  necessary  or 
appropriate  to  the  operations  of  the  single  integrated  public-utility 
system  comprised  of  the  gas  utility  properties  and  the  electric 
utility  properties  in  the  Philadelphia  Company  system: 

Steam  Heating 
Cheswick  and  Harmar 
Finleyville 
Philadelphia  Oil 
Kentucky-West  Virginia 
Equitable  Auto 

Equitable  Real  Estate  j 

Pittsburgh  Railways  Company 
Pittsburgh  Motor  Coach  Company 
and  the  41  Subsidiary  and  Underlier  Companies 
in  the  Pittsburgh  Railways  system; 

(5)  By  reason  of  the  misinterpretation  of  the  Act  as  stated  in 
paragraph  (2)  above,  the  Commission  erred  in  failing  and  refusing 
to  find  that  the  properties  and  businesses  of  each  of  the  companies 
enumerated  in  paragraph  (4)  above  may  be  retained  as  a  business 
the  retention  of  an  interest  in  which  is  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  investors  or  consumers 
and  not  detrimental  to  the  proper  functioning  of  the  single  inte¬ 
grated  public-utility  system  mentioned  in  said  paragraph  (4). 

I 

(6)  The  Commission  erred  in  interpreting  clause  (A)  of  Sec¬ 
tion  11(b)  (1)  of  the  Act  as  meaning  that  an  additional  integrated 
public-utility  system,  in  order  to  be  retainable,  must  be  one  “in 
which  the  proven  inability  of  the  additional  system  to  stand  by 
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itself  would  result  in  substantial  hardship  to  investors  and  con¬ 
sumers  were  its  relationship  with  the  holding  company  terminated,” 
or  one  “which  could  not  economically  stand  by  itself,”  or  one  which  1 
is  “incapable  of  independent  economic  operation”  after  segregation.  < 

(7)  The  Commission  erred  in  interpreting  the  words  “sub-  * 

stantial  economies”  as  used  in  clause  (A)  of  Section  11(b)(1)  of 
the  Act,  as  meaning  that,  for  economies  to  be  substantial,  “they  , 
must  be  important  in  the  sense  that  they  are  of  such  nature  that 
their  loss  would  cause  a  serious  economic  impairment  of  the 
system.”  i 

(8)  The  Commission  erred  in  taking  into  consideration  the 
decrease  of  taxes  resulting  from  the  increase  in  annual  operating 
expenses  of  the  several  groups  of  companies  in  the  Philadelphia  * 
Company  system  after  segregation,  and  erred  in  refusing  to  take  i 
into  consideration  tax  savings  presently  resulting  from  the  use  of 

a  consolidated  tax  return  by  Philadelphia  Company  and  its  sub- 

4 

sidiaries. 

4 

(9)  The  Commission  erred  in  holding  that  as  a  matter  of  law,  j 
substantial  economies  within  the  meaning  of  Section  11(b)(1) 
mean  something  different  or  something  more  than  substantial 
savings  in  operational  expense. 

(10)  The  Commission  erred  in  holding,  as  a  matter  of  inter¬ 

pretation  of  the  Act,  that  the  increased  expenses  resulting  from  J 
segregation  of  the  several  groups  of  companies  in  the  Philadelphia  ^ 
Company  system  must  be  balanced  against  the  compensating  ad¬ 
vantages  flowing  from  the  segregation,  even  though  such  compen¬ 
sating  advantages  are  “subtle  in  nature  and  incapable  of  exact  1 
measurement,”  and  that,  in  the  absence  of  any  proof  of  such  com-  « 
pensating  advantages,  a  showing  of  increased  operational  expense  j 
is  not  in  and  of  itself  determinative  and  cannot  be  regarded  as 
conclusive  proof  of  a  loss  of  economies  in  the  amount  of  the  in-  i 
creased  expense.  * 

(11)  The  Commission  erred  in  concluding  as  a  matter  of  law'  * 
that  “one  of  the  basic  premises  of  Section  11(b)(1)  ...  is  that  there  J 
are  substantial  economic  advantages  in  requiring  the  segregation  1 
of  utility  systems  and  that,  in  all  but  the  exceptional  case,  such 
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advantages  outweigh  the  disadvantages  resulting  from  segrega¬ 
tion.” 

( 12)  The  Commission  erred  in  holding  that,  as  a  matter  of  law, 

in  determining  whether  or  not  there  is  a  loss  of  substantial  econo¬ 
mies  on  segregation,  the  Commission  should  take  into  consideration 
possible  or  conjectural  advantages  which  may  possibly  result  from 
segregation  without  having  or  requiring  proof  of  the  nature,  ex¬ 
istence  and  extent  of  said  alleged  advantages  and  economies  by  sub¬ 
stantial  evidence.  ! 

! 

(13)  The  Commission  erred  in  holding  that,  in  determining 

cases  arising  under  clause  A  of  Section  11(b)  (1),  it  should  deter¬ 
mine  “net  economies”  lost  upon  segregation  by  offsetting  against 
economies  proven  to  be  lost  alleged  advantages  and  economies  sup¬ 
posed  to  accrue  upon  segregation,  without  having  or  requiring 
proof  of  the  nature,  existence  or  extent  of  said  alleged  advantages 
and  economies  by  substantial  evidence.  j 

I 

( 14 )  The  Commission  erred  in  holding  that,  as  a  matter  pf  law, 

a  determination  of  loss  of  economies  in  these  proceedings  can  be 
valid  only  if  based  upon  a  consideration  of  the  entire  overall  Opera¬ 
tions  of  the  public-utility  system  whose  segregation  is  claimed  to 
result  in  a  loss  of  economies,  or  based  upon  a  consideration  of  the 
entire  situation  of  such  system  both  before  and  after  segregation, 
including  a  determination  of  any  present  expenses  which  might  be 
eliminated  or  reduced  after  segregation.  j 

(15)  The  Commission  erred  in  holding  that,  as  a  matter  of 
law,  a  determination  of  loss  of  economies  can  be  valid  only  if  based 
upon  a  consideration  of  savings,  economies  or  improved  efficiencies 
which  may  be  achieved  after  segregation  of  the  public  utility  system 
whose  segregation  is  claimed  to  result  in  a  loss  of  economies, 
whether  or  not  such  alleged  savings,  economies  or  improved  effi¬ 
ciencies  are  the  result  of  such  segregation  or  can  as  well  be  achieved 
before  segregation. 

j 

(16)  The  Commission  erred  in  holding  that  the  failure  of  the 
witnesses  Coffman,  Hartt  and  Stone  to  make  efficiency  studies  of 
the  companies  in  the  Philadelphia  Company  system  on  the  operating 
level,  and  their  alleged  failure  to  ascertain  to  what  extent,  if  any. 
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the  functions  now  performed  by  the  General  Departments  could  be 
eliminated,  curtailed  or  taken  over  in  whole  or  in  part  by  the  per¬ 
sonnel  presently  employed  by  the  operating  companies,  constitutes 
a  serious  or  fatal  defect  in  the  evidence  given  by  these  witnesses 
on  the  subject  of  losses  of  economies.  H 

( 17 )  The  Commission  erred  in  holding  that  the  estimates  given 
by  an  expert  witness  as  to  loss  of  economies  are  not  entitled  to 
weight  unless  such  witness  is  an  engineer  or  has  participated  in  4 
the  operations  of  a  public  utility  company  or  has  had  operating 
experience  in  the  utility  business. 

(18)  The  Commission  erred  in  holding  that,  as  a  matter  of 
interpretation  of  clause  (A)  of  Section  11(b)(1),  the  substanti¬ 
ality  of  the  losses  of  economies  resulting  from  segregation  in  this  " 
case  is  not  to  be  tested  in  “absolute  terms”  but  “in  relation  to  total  ^ 
revenues,  expenses  and  income.” 

(19)  The  Commission  erred  in  holding  that,  as  a  matter  of  - 

interpretation  of  clause  (A)  of  Section  11(b)(1),  the  losses  in  ^ 
economies  which  may  be  considered  under  clause  (A)  are  limited 
to  those  directly  related  to  the  integrated  gas  utility  system  of 
Philadelphia  Company.  * 

(20)  The  Commission  erred  in  holding  that  under  the  Act 
Petitioners  have  the  burden  of  proof  of  demonstrating  that  sub-  - 
stantial  economies  would  be  lost  by  a  divestiture  of  the  gas  utility  ^ 
system  from  the  holding  company  system  of  Philadelphia  Company. 

(21)  The  Commission  erred  in  holding  that  under  the  Act 

Petitioners  have  the  burden  of  demonstrating  by  clear  and  con¬ 
vincing  evidence  that  substantial  economies  would  be  lost  were 
retention  of  the  gas  utility  system  not  permitted.  * 

(22)  The  Commission  erred  in  failing  and  refusing  to  conclude  * 
or  to  find,  as  a  matter  of  law,  that  Petitioners  have  demonstrated 

1 

by  substantial  and  uncontradicted  evidence,  as  well  as  by  clear  and 
convincing  evidence,  that  substantial  economies  would  be  lost  if  the^ 
integrated  gas  utility  system  of  Philadelphia  Company  were  segre¬ 
gated.  * 

(23)  The  Commission  erred  in  holding  that  under  the  Act 
Petitioners  have  the  burden  of  proof  of  demonstrating  that  sub- 
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stantial  economies  would  be  lost  by  a  divesture  of  the  electric  utility 
system  of  Duquesne  from  the  holding  company  system  of  Phila¬ 
delphia  Company. 

(24)  The  Commission  erred  in  holding  that  under  the  Act 
Petitioners  have  the  burden  of  demonstrating  by  clear  and  con¬ 
vincing  evidence  that  substantial  economies  would  be  lost  were 
retention  of  the  electric  utility  system  not  permitted. 


( 25 )  The  Commission  erred  in  failing  and  refusing  to  conclude 
or  to  find,  as  a  matter  of  law,  that  Petitioners  have  demonstrated 
by  substantial  and  uncontradicted  evidence,  as  well  as  by  clear  and 
convincing  evidence,  that  substantial  economies  would  be  lost  if 
the  integrated  electric  utility  system  of  Philadelphia  Company 
were  segregated. 


( 26 )  The  Commission  erred  in  holding  as  a  matter  of  law  that 
the  evidence  offered  by  Petitioners  on  the  subject  of  loss  of  econo¬ 
mies  does  not  constitute  proof  of  loss  of  substantial  economies 
within  the  meaning  of  Section  11(b)(1). 


( 27 )  The  Commission  erred  in  holding  that  the  evidence  intro¬ 
duced  by  Petitioners  with  respect  to  loss  of  economies  is  entitled 
to  little  or  no  weight.  j 


( 28 )  The  commission  erred  in  holding 


(a)  that  an  annual  loss  of  economies  to  the  companies  in 

the  Electric  Group  of  the  Philadelphia  Company  system  of  at 
least  $525,188,  j 

(b)  that  an  annual  loss  of  economies  to  the  companies  in 
the  Gas  Group  of  the  Philadelphia  Company  system  of  at  least 
$500,328, 

j 

(c)  that  an  annual  loss  of  economies  to  the  companies  in 
the  Transportation  Group  of  the  Philadelphia  Company  system 
of  at  least  $98,093, 

i 

( d )  that  an  annual  loss  of  economies  to  the  companies  in 
the  Philadelphia  Company  system  of  at  least  $1,123,609,  and 

(e)  that  an  annual  loss  of  economies  to  the  companies  in 
the  Electric  Group  and  in  the  Gas  Group  of  at  least  $1,025,516, 


i 
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do  not  constitute  in  each  such  case  a  loss  of  substantial  economies 
within  the  meaning  of  Section  11(b)(1). 

(29)  The  Commission  erred  in  holding  that,  under  Section 
11(b)(1)  of  the  Act,  the  burden  of  proof  is  upon  the  holding  com¬ 
pany  to  show  that  the  “other  businesses”  sought  to  be  retained 
meet  the  standards  of  Section  11(b)  ( 1 ) . 

(30)  The  Commission  erred  in  construing  Section  11(b)(1) 
as  requiring  an  affirmative  showing  of  an  operating  or  functional 
relationship  between  the  operations  of  the  retainable  utility  system 
and  the  non-utility  business  sought  to  be  retained,  and  also  an 
affirmative  showing  that  retention  would  be  in  the  public  interest. 

(31)  The  Commission  erred  in  holding  that,  in  applying  the 
“other  business”  standards,  it  is  entitled  to  take  into  consideration 
alleged  countervailing  economies  even  though  the  nature,  existence 
and  extent  of  such  countervailing  economies  are  not  supported  by 
substantial  or  any  evidence. 

(32)  The  Commission  erred  in  holding  that,  in  determining 
the  retainability  of  non-utility  businesses,  it  can  take  into  considera¬ 
tion  factors  other  than  those  specifically  mentioned  in  the  “other 
business”  clauses  of  Section  11(b)  ( 1 ) . 

( 33 )  !  The  Commission  erred  in  holding  that,  assuming  the 
divestments  ordered  by  the  Commission,  the  continuation  of  Phila¬ 
delphia  Company  would  itself  constitute  an  unnecessary  complex¬ 
ity  in  the  Philadelphia  Company  holding  company  system  in  viola¬ 
tion  of  Section  11(b)(2). 

( 34 )  The  Commission  erred  in  holding  that  Philadelphia  Com¬ 
pany’s  historic  relationship  with  its  subsidiaries  and  the  part  it  has 
played  in  their  development  is  of  no  significance  on  the  question  of 
the  continued  existence  of  Philadelphia  Company  and  is  no  justifi¬ 
cation  for  such  continued  existence. 

(35)  The  Commission  erred  in  holding  that  Petitioners’  Sec¬ 
tion  11(e)  Plan  would  not  constitute  or  accomplish  full  compliance 
with  the  requirements  of  Section  11(b),  even  if  fully  consummated. 

( 36 )  The  Commission  erred  in  holding  that  Petitioners’  Section 
11(e)  Plan  is  incomplete,  inadequate  and  unlikely  to  satisfy  the 
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standards  of  Section  11(b),  that  it  is  only  a  “purported  plan,”  and 
that  it  is  not  a  Section  11(e)  plan  at  all. 

(37)  The  Commission  erred  in  not  overruling  the  trial  exam¬ 

iner's  rulings  which  prevented  the  introduction  in  evidence  of  a 
concise  resume  of  the  basic  methods  and  procedures  used  by  the 
witness  Coffman  in  his  economies  studies,  and  the  Commission 
erred  in  holding  that  such  rulings  were  proper  and  did  not  preju¬ 
dice  Petitioners.  j 

(38)  The  Commission  erred  in  not  overruling  the  trial  exam¬ 

iner's  rulings  pertaining  to  the  admissibility  of  evidence  offered  by 
the  County  of  Allegheny,  and  in  holding  that  such  rulings  did  not 
prejudice  Petitioners.  j 

(39)  The  Commission  erred  in  not  overruling  the  trial  exam¬ 

iner’s  rulings  pertaining  to  the  admissibility  of  evidence  offered  by 
the  Olesnicki  Committee  and  to  the  scope  of  cross-examination  of 
the  Committee’s  witness,  and  in  holding  that  such  rulings  did  not 
prejudice  Petitioners.  j 

(40)  The  Commission  erred  in  disposing  of  Petitioners'  re¬ 

quests  for  findings  of  fact  by  merely  saying  “we  hereby  expressly 
approve  such  of  those  requested  findings  as  are  in  accord  with 
the  views  herein  expressed,  and  disapprove  them  to  the  extent 
that  they  are  inconsistent  with  such  view,”  without  expressly  ruling 
upon  each  of  Petitioners’  requests.  j 

_  i 

(41)  The  Commission  erred  in  holding  that  Petitioners  have 
not  been  denied  due  process  of  law  in  connection  with  the  prosecu¬ 
tion,  trial  and  decision  by  the  Commission  of  these  proceedings. 

i 

i 

j 

IV.  Petitioners  Should  Be  Given  Leave  to  Adduce  j 
Additional  Evidence  in  These  Proceedings. 

j 

Petitioners  hereby  request  that  the  hearings  herein  be  re¬ 
opened  and  that  the  Petitioners  be  given  leave  to  adduce  additional 
evidence  herein  relative  to  the  application  of  the  standards  pre¬ 
scribed  by  clause  (A)  of  Section  11(b)(1)  of  the  Act  with  respect 
to  the  retention  of  the  gas  utility  system  as  a  system  additional 
to  the  electric  utility  system  of  Duquesne.  As  reasons  for  such 
request,  Petitioners  allege  and  aver:  j 
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1.  The  Commission  by  its  Findings,  Opinion  and  Order  of 
June  1, 1948,  for  the  first  time  has  prescribed  an  extensive  series  of 
legal  tests  and  requirements  relative  to  proof  of  compliance  with 
said  standards,  (a)  by  treating  as  conclusive  presumptions  what  < 
may  at  best  be  mere  inferences,  (b)  by  prescribing  new  stand-  ^ 
ards,  theretofore  never  announced,  for  the  qualifications  of  ex¬ 
pert  witnesses  upon  the  subject  of  loss  of  economies,  (c)  by  pre¬ 
scribing  new  tests  and  rules  of  law,  theretofore  never  announced, 
for  determining  what  constitutes  proof  of  loss  of  substantial  econ-  + 
omies,  (d)  by  determining  as  a  rule  of  law  that  in  all  but  the  very  ^ 
exceptional  case  countervailing  advantages  supposed  to  result 
from  segregation  will  be  conclusively  presumed  to  outweigh  any 
loss  of  economies  regardless  of  the  size  thereof,  (e)  by  determin¬ 
ing  as  a  rule  of  law  for  the  first  time  that  proof  of  loss  of  econ-  ^ 
omies  resulting  from  segregation  is  relevant  only  if  based  upon  A 
a  consideration  of  the  entire  overall  operations  of  the  public  utility 
system  the  retention  of  which  is  in  question,  and  only  if  based  upon 

a  consideration  of  savings,  economies  or  improved  efficiencies  which  \ 
may  be  achieved  after  divestiture  whether  or  not  they  are  the  re-  ^ 
suit  of  such  divestiture  or  can  as  well  be  achieved  before  divestiture. 

2.  Petitioners  had  no  previous  knowledge  that  the  Commis-  a 
sion  would  require  their  evidence  to  measure  up  to  such  new  legal 
tests  and  requirements,  and  the  application  thereof  (if  ultimately 
determined  to  be  valid)  to  the  evidence  in  these  proceedings  will 
operate  substantially  to  the  prejudice  of  Petitioners  by  reason  of  A 
their  lack  of  advance  notice  or  knowledge  thereof,  although  Peti-  * 
tioners  allege  that  said  legal  tests  and  requirements  are  invalid  and 
unwarranted  under  any  proper  construction  of  Section  11(b)(1). 

3.  The  cross-examination  of  Coffman  was  devoted  to  testing 
Coffman’s  memory  and  recollection  regarding  the  countless  details 
inherent  in  his  study.  While  Coffman  could  not  recall  many  of  * 
these  details  on  the  spur  of  the  moment,  a  two  weeks’  interval 
between  hearings  enabled  him  to  answer  conclusively  every  detail 
which  he  could  not  recall  as  to  one  of  the  General  Departments 
with  the  result  that  no  revision  was  required  in  his  estimate  of 
loss  of  economies  as  applied  to  that  Department.  At  the  hearing  * 
(Tr.  2804,  2916)  Petitioners  offered  to  answer  conclusively  every 
other  question  which  had  been  left  unanswered  on  cross-examina- 
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tion,  given  sufficient  time  to  do  it,  but  the  Commission's  staff  re¬ 
jected  the  offer.  If  the  Commission's  staff  and  the  Commission 
itself  is  desirous  of  ascertaining  the  facts  and  all  the  facts  as 
to  the  subject  of  loss  of  economies  as  applied  to  the  companies 
here  involved,  they  should  welcome  even  now  an  offer  to  supbly  all 
relevant  information  on  this  subject,  given  sufficient  time  in  which 
to  secure  it.  j 

i 

j 

i 

i . 

V.  Generally. 

I 

1.  In  filing  this  petition,  Petitioners  do  not  waive  or  abandon 
any  further  objections  to  the  Findings,  Opinion  and  Order  of  the 
Commission  of  June  1, 1948,  not  hereinabove  set  forth  in  this  peti¬ 
tion  which  have  been  heretofore  urged  by  Petitioners  before  the 
Commission  prior  to  the  entry  of  the  Order,  but  on  the  contrary 
Petitioners  hereby  renew,  restate,  republish  and  incorporate  herein 
by  reference  every  argument,  statement  and  requested  finding  here¬ 
tofore  advanced  by  them  in  connection  with  any  issue  raised  in  these 
proceedings  not  decided  in  their  favor  or  left  undecided  by  the 
Commission,  and  particularly  ( and  not  by  way  of  exclusion )  those 
set  forth  in  their  Requests  for  Findings  of  Fact,  their  Brief  dated 
September  16,  1947  and  the  Appendix  thereto,  their  Reply  Brief 
dated  September  30,  1947,  and  their  Supplemental  Requests  for 
Findings  of  Fact.  Petitioners  hereby  reserve  the  right  to  urge  all 
such  objections,  arguments,  statements  and  findings  in  any  peti¬ 
tion  for  review  as  well  as  those  set  forth  in  this  petition,  j 

2.  Petitioners  hereby  specifically  refer  to  and  incorporate  here¬ 

in  by  reference  their  Requests  for  Findings  of  Fact  and  their  Briefs 
above  mentioned  as  a  written  brief  of  the  points  and  authorities 
relied  upon  in  support  of  this  petition.  j 

i 

3.  For  the  reasons  hereinbefore  given  in  this  petition.  Peti¬ 

tioners  believe  and  therefore  aver  that  the  Order  was  entered  with¬ 
out  authority,  is  beyond  the  power  of  the  Commission,  and  is  ille¬ 
gal  and  invalid.  j 

i 

j 
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Wherefore,  Petitioners  respectfully  request  the  Commission 
(1)  to  vacate  and  set  aside  the  Order;  (2)  to  rehear  and  recon¬ 
sider  the  issues  raised  in  these  proceedings  and  causes;  (3)  to 
reopen  the  record  in  these  proceedings  and  permit  Petitioners  to 
introduce  additional  evidence  as  mentioned  in  IV  hereof;  (4)  to 
stay  the  Order  during  the  pendency  of  this  petition  and  thereafter 
until  the  evidence  referred  to  in  IV  hereof  shall  have  been  re¬ 
ceived  and  the  Commission  shall  have  entered  a  final  order  upon  the 
record  in  these  causes  after  giving  consideration  to  such  additional 
evidence;  (5)  to  reverse  its  decision  as  stated  in  the  Opinion,  Find¬ 
ings  and  Order  and  (6)  to  dismiss  the  present  proceedings. 


Dated  June  17, 1948. 

( Signatures,  verifications  and 
certificate  of  counsel  omitted) 
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PETITION  OF  STANDARD  GAS  AND  ELECTRIC 
COMPANY  FOR  REHEARING  ON  ORDER  DATED 
JUNE  1,  1948,  AND  FOR  LEAVE  TO  ADDUCE 
ADDITIONAL  EVIDENCE  AND  MOTION 

FOR  STAY 


[Filed  with  the  Commission  June  17, 1948; 
Transcript  pages  14041-14044] 

( Caption  omitted ) 


Standard  Gas  and  Electric  Company  (hereinafter 
called  “Standard” )  hereby  petitions  the  Commission  ( 1  )| 
to  vacate  and  set  aside  the  Commission's  order  in  the 
above  entitled  causes  dated  June  1,  1948  (hereinafter 
referred  to  as  the  “Order”),  (2)  to  rehear  and  recon¬ 
sider  the  said  causes,  and  (3)  for  leave  to  adduce  addi¬ 
tional  evidence;  and  in  support  hereof,  Standard  respect¬ 
fully  represents  herein,  in  its  own  behalf,  the  specific 
grounds  and  the  specific  matters  set  forth  in  behalf  of 
the  petitioners  therein  in  that  certain  petition  dated  as 
of  the  date  hereof,  filed  or  to  be  filed  by  Philadelphia 
Company,  Duquesne  Light  Company,  Equitable  Gas 
Company,  Pittsburgh  and  West  Virginia  Gas  Company, 
Kentucky  West  Virginia  Gas  Company,  Allegheny  Coun¬ 
ty  Steam  Heating  Company,  Cheswick  and  Harmar  Rail¬ 
road  Company,  The  Consolidated  Gas  Company  of  the 
City  of  Pittsburgh,  Equitable  Auto  Company,  Equitable 
Real  Estate  Company,  Equitable  Sales  Company,  Fin- 
leyville  Oil  and  Gas  Company  and  Philadelphia  Oil  Com¬ 
pany  in  the  above  entitled  causes  and  designated  “Pe¬ 
tition  for  Rehearing  on  Order  Dated  June  1,  1948  and 
For  Leave  To  Adduce  Additional  Evidence  and  Motion 
for  Stay,”  (hereinafter  called  “the  Petition”),  in  which 
Petition  Standard  hereby  joins,  and  all  of  which  grounds 
and  matters,  except  in  so  far  as  they  may  not  be  applic¬ 
able  hereto,  are  hereby,  as  a  matter  of  convenience  for 
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the  Commission  and  in  order  to  avoid  the  necessity  of 
here  repeating  the  grounds  and  matters  so  set  forth  in 
such  Petition,  incorporated  herein  by  reference  thereto 
as  fully  as  if  they  had  been  set  forth  at  length  herein. 

In  filing  this  petition,  Standard  does  not  waive  or 
abandon  any  further  objections  to  the  Findings,  Opinion 
and  Order  of  the  Commission  of  June  1,  1948  not  set 
forth  in  the  Petition  which  have  been  heretofore  urged 
by  Standard  before  the  Commission  prior  to  the  entry 
of  the  Order,  but  on  the  contrary  Standard  hereby  re¬ 
news,  restates,  republishes  and  incorporates  herein  by 
reference  every  argument,  statement  and  finding  here¬ 
tofore  advanced  by  it  in  connection  with  any  issue  raised 
in  these  proceedings  not  decided  in  its  favor  or  left  un¬ 
decided  by  the  Commission,  and  particularly  (and  not 
by  way  of  exclusion)  those  set  forth  in  its  Request  for 
Findings  of  Fact,  its  Brief  dated  September  16,  1947 
and  the  Appendix  thereto,  its  Reply  Brief  dated  Septem¬ 
ber  30, 1947,  and  its  Supplemental  Request  for  Findings 
of  Fact.  Standard  hereby  reserves  the  right  to  urge  all 
such  objections,  arguments,  statements  and  findings  in 
any  petition  for  review  as  well  as  those  set  forth  in 
this  petition. 

Standard  hereby  specifically  refers  to  and  incorpo¬ 
rates  herein  by  reference  its  Requests  for  Findings  of 
Fact  and  its  Briefs  above  mentioned  as  a  written  brief 
of  the  points  and  authorities  relied  upon  in  support  of 
this  petition. 

For  the  reasons  hereinbefore  given  in  this  petition, 
Standard  believes  and  therefore  avers  that  the  Order 
was  entered  without  authority,  is  beyond  the  power  of 
the  Commission,  and  is  illegal  and  invalid. 

Wherefore,  Standard  respectfully  requests  the 
Commission  (1)  to  vacate  and  set  aside  the  Order;  (2) 
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to  rehear  and  reconsider  the  issues  raised  in  these 
proceedings  and  causes;  (3)  to  reopen  the  record  in; 
these  proceedings  and  permit  Standard  to  introduce; 
additional  evidence  as  mentioned  in  the  Petition;  (4)  toi 
stay  the  Order  during  the  pendency  of  this  Petition  and 
thereafter  until  the  evidence  referred  to  in  the  Petition 
shall  have  been  received,  the  reopened  record  closed,  and 
the  Commission  shall  have  entered  a  final  order  upon 
the  record  in  these  causes  after  giving  consideration  to 
such  additional  evidence;  and  (5)  to  reverse  its  decision 
as  stated  in  the  Opinion,  Findings  and  Order  and  to  dis¬ 
miss  the  present  proceedings. 


( Signature  and  Certificate  of  Counsel  omitted. ) 
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MEMORANDUM  OPINION  AND  ORDER  DENTING 
PETITION  FOR  REHEARING,  DATED 
JUNE  30,  1948* 


[Holding  Company  Act  Release  No.  8320 ;  dated  June  30, 
1948;  transcript  pages  14159-14163] 

(Caption  omitted) 


On  June  1,  1948,  we  entered  our  Order  in  proceed¬ 
ings  under  Section  11  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  directing  Philadelphia  Company,  a 
registered  holding  company,  to  dispose  of  its  natural 
gas,  transportation  and  other  miscellaneous  properties, 
and  to  liquidate  and  dissolve.1 

Philadelphia  Company  and  certain  of  its  subsidiary 
companies  have  filed  a  petition  for  rehearing,  for  leave 
to  adduce  additional  evidence  in  the  proceedings,  and 
for  a  stay  of  our  Order  pending  the  introduction  of  such 
evidence  and  its  consideration  by  us.  Standard  Gas  has 
filed  a  similar  petition. 

In  the  main  these  petitions  represent  assignments 
of  error  asserted  by  petitioners  with  respect  to  the  de¬ 
tailed  Findings  and  Opinion  which  accompanied  our 

*This  document  is  reprinted  from  type  previously  set. 

1Holding  Company  Act  Release  No.  8242.  In  the  same  Order  we  also 
directed  Standard  Gas  and  Electric  Company  (“Standard  Gas”),  a  reg¬ 
istered  holding  company  of  which  Philadelphia  Company  is  a  subsidiary, 
to  cause  Philadelphia  Company  to  take  appropriate  steps  to  effect  such 
dispositions  and  such  liquidation  and  dissolution. 


I 


Opinion  and  Order  Denying  Rehearing.  2823a 

Order  herein,  and  to  the  Order  itself.2  The  asserted 
errors  appear  to  be  premised  on  the  arguments  which  ! 
petitioners  previously  made  to  us  and  which,  for  the 
reasons  discussed  in  our  Opinion,  we  rejected.  No  new 
arguments  are  offered  in  support  of  the  request  for 
rehearing,  and  nothing  is  presented  which  would  war-  I 
rant  modification  of  our  previous  decision.  The  request 
for  rehearing  must  therefore  be  denied. 

The  request  for  leave  to  adduce  additional  evidence  I 
is  based  on  petitioners’  assertions  that  by  our  Findings,  ! 
Opinion  and  Order  we  have  “.  .  .  for  the  first  time  .  .  .  j 
presented  an  extensive  series  of  legal  tests  and  require-  j 
ments  relative  to  proof  of  compliance”  with  the  stand-  j 
ards  of  Clause  (A)  of  Section  11(b)(1)  of  the  Act,  that 
petitioners  have  been  prejudiced  “by  reason  of  their  lack  | 
of  advance  notice  or  knowledge  thereof,”  and  that  pe¬ 
titioners  offered  at  the  hearing,  given  sufficient  time,  to 
supply  the  answers  to  every  question  which  their  expert  j 
witness  had  theretofore  been  unable  to  answer,  but  that  j 
such  offer  had  been  rejected. 

i 

We  find  no  merit  in  these  assertions.  We  think  it 
clear  that,  contrary  to  petitioners’  contention,  our  Find¬ 
ings,  Opinion  and  Order  in  no  way  constitute  any  de¬ 
parture  from  our  prior  decisions  dealing  with  the  mean-  j 
ing  and  application  of  Clause  (A)  of  Section  11(b)  (1). 
What  petitioners  assert  to  be  the  enunciation  of  new 

2Two  of  the  specific  assignments  of  error  deal  with  what  petitioners 
characterize  as  our  failure  to  rule  upon  certain  enumerated  requested 
findings  of  fact  submitted  by  petitioners  “which  are  relevant  and  mate¬ 
rial  to  the  decision  of  these  proceedings/’  and  the  failure  of  our  “Find¬ 
ings  of  Fact”  to  give  “the  complete  facts  with  reference  to  the  matters 
here  involved  in  many  important  and  significant  respects,”  some  of  which 
it  is  claimed  are  “more  particularly  stated”  in  certain  other  specified  re¬ 
quested  findings.  As  we  pointed  out  in  our  Findings  and  Opinion,  we 
deemed  such  Findings  and  Opinion  to  constitute  a  ruling  upon  such  of 
the  proposed  findings  as  involved  issues  which,  in  our  view  of  the  case, 
were  relevant  and  material  and  we  expressly  approved  such  of  those  re¬ 
quested  findings  as  were  in  accord  with  the  views  therein  expressed,  and 
disapproved  them  to  the  extent  they  were  inconsistent  with  such  views. 
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“legal  tests  and  requirements”  is  actually  nothing  more 
than  the  application  of  established  principles  to  the  par¬ 
ticular  factual  situation  involved  in  this  case.  Moreover, 
the  claim  of  “surprise”  must  be  viewed  against  the  fact 
that,  on  numerous  occasions  during  the  hearings,  the 
witness  Coffman's  attention  was  directed  to  the  question 
whether  he  had  made  a  system-wide  study  of  operating 
efficiency,  and  that  on  such  occasions  he  replied  that 
that  had  not  been  his  assignment.  And,  as  we  pointed 
out  in  our  Findings  and  Opinion,  it  was  not  only  Coff¬ 
man’s  failure  to  make  a  system-wide  study  of  operations 
that  vitiated  his  conclusions,  since  a  careful  examina¬ 
tion  of  his  work-papers  and  his  testimony  on  cross- 
examination  indicated  that  there  were  additional  sub¬ 
stantial  deficiencies  in  his  studies.  Under  such  circum¬ 
stances,  petitioners’  further  reference  to  their  offer  at 
the  hearings  to  have  Coffman  supply  the  answers  to  all 
the  questions  which  he  had  previously  been  unable  to 
answer  is,  as  we  pointed  out  in  our  Findings  and  Opinion, 
completely  immaterial  when  the  purpose  of  the  detailed 
cross-examination  of  Coffman  is  considered,  since  its 
major  function  was  not  to  elicit  the  detailed  informa¬ 
tion  from  Coffman,  but  rather  to  test  his  “familiarity 
with  his  subject  and  thus  the  general  reliability  of  his 
judgments  and  opinions.” 

No  contention  is  made  that  any  evidence  desired 
to  be  adduced  was  unavailable  at  the  time  of  the  hear¬ 
ings,  or  that  in  the  exercise  of  due  diligence  it  could 
not  have  been  presented  to  us.  The  problem  we  had  to 
decide  in  this  case  was  whether  on  the  record  before 
us  we  could  make  the  affirmative  finding  that  a  “loss  of 
substantial  economies,”  as  that  language  is  used  in 
Clause  (A)  of  Section  11(b)(1),  would  result  from  the 
segregation  of  the  gas  and  the  electric  properties  of 
Philadelphia  Company  and,  for  the  reasons  fully  set 
forth  in  our  Findings  and  Opinion,  we  were  unable  to 


Opinion  and  Order  Denying  Rehearing.  2825a 

i 

make  that  finding.  Petitioners’  claim  that  we  have  an¬ 
nounced  new  standards  in  reaching  our  conclusion  ap¬ 
pears  to  be  basically  nothing  more  than  an  expression 
of  their  disagreement  with  the  conclusion. 

In  view  of  our  decision  with  respect  to  the  requests 
for  rehearing  and  for  leave  to  adduce  additional  evi¬ 
dence,  we  find  it  unnecessary  to  discuss  the  request  for 
a  stay. 

Accordingly,  It  Is  Ordered  that  the  said  petitions 
of  Philadelphia  Company,  et  al.  and  Standard  Gas  be 
and  they  hereby  are,  in  all  respects,  denied. 

By  the  Commission  ( Chairman  Hanrahan  and  Com¬ 
missioners  McConnaughey,  McEntire,  and  McDonald), 
Commissioner  Rowen  not  participating. 

i 

Orval  L.  DuBois 

Secretary  ! 


I 
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PETITION  TO  REVIEW  AND  TO  SET  ASIDE 
ORDERS  OF  THE  SECURITIES  AND  EXCHANGE 
COMMISSION  ENTERED  ON  JUNE  1,  1948,  AND 

JUNE  30, 1948. 


[Filed  with  the  Court  July  26,  1948] 
(Appearances  and  index  omitted) 


In  the 

United  States  Court  of  Appeals 

For  the  District  of  Columbia 


No.  9961 


Philadelphia  Company,  Duquesne  Light  Company, 
Equitable  Gas  Company,  Pittsburgh  and  West  Vir¬ 
ginia  Gas  Company,  Kentucky  West  Virginia  Gas 
Company,  Allegheny  County  Steam  Heating  Com¬ 
pany,  Cheswick  and  Harmar  Railroad  Company,  The 
Consolidated  Gas  Company  of  the  City  of  Pittsburgh, 
Equitable  Auto  Company,  Equitable  Real  Estate 
Company,  Equitable  Sales  Company,  Finleyville  Oil 
and  Gas  Company,  and  Philadelphia  Oil  Company, 

Petitioners 

Securities  and  Exchange  Commission,  Respondent 

LIST  OF  DEFINED  TERMS 

1.  The  Act — The  Public  Utility  Holding  Company  Act 

of  1935 

2.  Cheswick  and  Harmar  —  Cheswick  and  Harmar 

Railroad  Company 
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3.  Commission — Securities  and  Exchange  Commis-  j 

sion  j 

| 

4.  Consolidated  Gas — The  Consolidated  Gas  Company  j 

of  the  City  of  Pittsburgh 

i 

5.  Duquesne — Duquesne  Light  Company  j 

6.  Equitable  Auto — Equitable  Auto  Company 

7.  Equitable  Gas — Equitable  Gas  Company  j 

8.  Equitable  Real  Estate  —  Equitable  Real  Estate 

Company 

j 

9.  Finleyville — Finleyville  Oil  and  Gas  Company 

10.  Kentucky-West  Virginia — Kentucky  West  Virginia 

Gas  Company  I 

11.  Motor  Coach — Pittsburgh  Motor  Coach  Company 

12.  The  Order  of  June  1,  1948 — the  order  of  the  Com¬ 

mission  entered  on  June  1,  1948,  here  un¬ 
der  review  j 

i 

13.  The  Order  of  June  30,  1948 — the  order  of  the  Com¬ 

mission  entered  on  June  30, 1948,  here  un- 

i 

der  review 

14.  The  “other  business”  standards — The  last  clause  of 

Section  11  (b)  (1)  preceding  the  addi¬ 
tional  system  proviso,  and  the  last  sen¬ 
tence  of  Section  11  (b)  (1) 

j 

I 

15.  Petitioners — Philadelphia  Company,  Duqueshe 

Light  Company,  Equitable  Gas  Company, 
Pittsburgh  and  West  Virginia  Gas  Com¬ 
pany,  Kentucky  West  Virginia  Gas  Com¬ 
pany,  Allegheny  County  Steam  Heating 
Company,  Cheswick  and  Harmar  Railroad 
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Company,  The  Consolidated  Gas  Com¬ 
pany  of  the  City  of  Pittsburgh,  Equitable 
Auto  Company,  Equitable  Real  Estate 
Company,  Equitable  Sales  Company,  Fin- 
leyville  Oil  and  Gas  Company,  and  Phila¬ 
delphia  Oil  Company 

16.  Philadelphia  Oil — Philadelphia  Oil  Company 

17.  Pittsburgh  Railways — Pittsburgh  Railways  Com¬ 

pany 

18.  Pittsburgh  and  West  Virginia  —  Pittsburgh  and 

West  Virginia  Gas  Company 

19.  “The  proviso”  or  “the  additional  system  proviso” — 

The  provisions  contained  in  Section  11  ( b ) 

( 1 )  of  the  Act  which  include  the  A,  B  and 
C  standards  and  provide  for  the  reten¬ 
tion  of  additional  systems 

20.  Section  11(e)  Plan — The  Plan  with  amendments 

thereto  pursuant  to  Section  11(e)  of  the 
Act,  proposed  by  Petitioners 

21.  Steam  Heating — Allegheny  County  Steam  Heating 

Company 


PETITION 

To  the  Honorable,  the  Judges  of  the  United 

States  Court  of  Appeals  for  the  District  of  Columbia : 

Philadelphia  Company,  Duquesne  Light  Company, 
Equitable  Gas  Company,  Pittsburgh  and  West  Virginia 
Gas  Company,  Kentucky  West  Virginia  Gas  Company, 
Allegheny  County  Steam  Heating  Company,  Cheswick 
and  Harmar  Railroad  Company,  The  Consolidated  Gas 
Company  of  the  City  of  Pittsburgh,  Equitable  Auto  Com- 
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pany,  Equitable  Real  Estate  Company,  Equitable  Sales  ! 
Company,  Finleyville  Oil  and  Gas  Company,  and  Phila-  j 
delphia  Oil  Company,  Petitioners,  jointly  and  severally 
respectfully  represent: 

i 

I 

i 

L  The  Parties  to  This  Proceeding. 

1.  Philadelphia  Company  is  a  Pennsylvania  corpo-  j 

ration  with  its  principal  place  of  business  at  435  Sixth 
Avenue,  Pittsburgh,  Pennsylvania.  Philadelphia  Com¬ 
pany  is  primarily  a  holding  company1  and  it  is  duly 
registered  as  a  holding  company  under  the  provisions 
of  Section  5  of  the  Public  Utility  Holding  Company  Act  j 
of  1935. 2  | 

2.  The  holding  company  system  of  Philadelphia 
Company,  as  presently  constituted,  consists  of  an  elec-  j 
trie  public  utility  business,  a  gas  public  utility  business, 
and  a  street  railways  and  bus  business,  together  with 
certain  auxiliary  businesses.  The  following  is  a  con¬ 
densed  description  of  the  various  companies  conducting  j 
these  businesses: 

Electric  Group: 

Duquesne  is  an  “electric  utility  company”  as  I 
that  term  is  defined  in  the  Act;  it  generates,  trans¬ 
mits  and  distributes  electric  energy  for  light,  heat! 
and  power  in  and  around  the  City  of  Pittsburgh,! 
entirely  in  Southwestern  Pennsylvania; 

x0n  June  1,  1948,  Philadelphia  Company  was  also  a  “gas 
utility  company”  as  that  term  is  defined  in  the  Act  by  reason 
of  its  ownership  of  certain  natural  gas  distribution  facilities 
which  were  under  lease  to  and  operated  by  Equitable  Gas. 
This  ownership  and  lease  will  probably  have  ceased  by  the 
time  this  Petition  is  filed,  with  the  result  that  Philadelphia 
Company  will  then  have  ceased  to  be  a  gas  utility  company: 
see  note  1  on  page  13  hereof.  j 

2Act  of  August  26,  1935,  c.  687,  Title  I;  49  Stat.  803; 
U.S.C.  Title  15,  §  79  et  seq. 
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Steam  Heating  furnishes  steam  heating  serv¬ 
ice  in  the  business  section  of  Pittsburgh.  One  of 
Duquesne’s  steam  generating  plants  is  physically 
connected  with  the  largest  of  Steam  Heating’s 
plants,  and  exhausts  steam  to  the  steam  heating 
system.  Steam  Heating’s  operations  have  enabled 
Duquesne  to  secure  certain  large  customers  who 
theretofore  had  operated  their  own  steam  heating 
plants  and  had  utilized  the  electricity  generated 
as  a  by-product; 

Cheswick  and  Harmar  operates  a  steam  rail¬ 
road  extending  for  1%  miles  and  is  engaged  almost 
exclusively  in  transporting  Duquesne’s  coal  from 
one  of  its  coal  mines  to  one  of  its  power  plants; 

Gas  Group: 

Equitable  Gas1  is  a  “gas  utility  company”  as 
that  term  is  defined  in  the  Act;  it  is  engaged  pri¬ 
marily  in  distributing  natural  gas  at  retail  in  and 
around  Pittsburgh,  entirely  in  Southwestern  Penn¬ 
sylvania;  it  purchases  most  of  its  gas  from  Pitts¬ 
burgh  and  West  Virginia; 

Pittsburgh  and  West  Virginia,  while  techni¬ 
cally  a  “gas  utility  company”  as  that  term  is  de¬ 
fined  in  the  Act,  is  primarily  a  gas  transmission 
company,  supplying  Equitable  Gas  with  natural 
gas;  its  operations  are  confined  to  the  State  of 
West  Virginia  and  it  purchases  most  of  its  gas 
supply  from  Kentucky-West  Virginia; 

Kentucky-West  Virginia  is  primarily  a  gas 
production  company,  selling  most  of  its  gas  to 
Pittsburgh  and  West  Virginia;  its  operations  are 
confined  to  the  Eastern  part  of  Kentucky; 


1For  Philadelphia  Company’s  status  as  a  gas  utility  com¬ 
pany,  see  note  1  on  page  13  hereof. 
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Finley  vil le1  produces  a  small  amount  of  gas 
in  Southwestern  Pennsylvania;  it  sells  all  its  gas  to  \ 
Equitable  Gas ;  j 

I 

Philadelphia  OH  is  engaged  in  the  production 
and  sale  of  oil ;  it  takes  over  and  operates  any  oil  | 
wells  discovered  by  Equitable  Gas  and  Pittsburgh 
and  West  Virginia;  j 

i 

j 

Transportation  Group: 

Pittsburgh  Railways,  prior  to  the  reorganiza-j 
tion  proceedings  mentioned  in  the  footnote2,  oper-; 
rated  an  electric  street  railway  system  in  the  City 
of  Pittsburgh  and  environs,  deriving  its  electric 
power  from  Duquesne  under  a  rate  approved  in 
1913  by  a  bi-partisan  board,  renting  many  of  its 
substations  and  a  substantial  amount  of  substation 
equipment  from  Duquesne,  and  having  many  other 
close  relationships  with  Duquesne; 

Motor  Coach,  prior  to  the  reorganization  pro¬ 
ceedings  referred  to  above,  operated  a  motor  bus 
system  in  the  same  area  supplementing  the  Pitts¬ 
burgh  Railways  system; 

*The  transfer  of  all  of  Finleyville’s  assets  to  Equitable 
Gas  and  the  subsequent  dissolution  of  Finleyville  are  in  con¬ 
templation  and  such  transfer  may  be  consummated  by  the 
time  this  Petition  is  filed.  The  transactions  were  authorized  by 
the  Commission  by  an  order  entered  on  June  30,  1948  (Public 
Utility  Holding  Company  Act  Release  No.  8326). 

^The  Pittsburgh  Railways  system  is  comprised  of  the 
properties  of  Pittsburgh  Railways  and  the  properties  of  53 
so-called  underlier  companies  operated  by  Pittsburgh  Rail¬ 
ways  by  virtue  of  operating  agreements,  leases,  conveyances, 
assignments  and  stock  ownership.  The  properties  of  the  Pitts¬ 
burgh  Railways  system,  including  those  of  Motor  Coach,  are 
operated  by  Trustees  of  Pittsburgh  Railways  and  Motor  Coach 
appointed  in  the  course  of  reorganization  proceedings  under 
Section  77B  and  Chapter  X  of  the  Bankruptcy  Act. 
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Auxiliary  Companies: 

Equitable  Auto  owns  certain  automotive  equip¬ 
ment  which  it  leases  to  the  various  companies  in 
the  Philadelphia  Company  system  and  to  the  Trus¬ 
tees  of  Pittsburgh  Railways  and  Motor  Coach;  it 
also  maintains,  repairs,  and  to  some  extent  super¬ 
vises  the  use  of,  automotive  equipment  for  those 
companies  and  said  Trustees; 

Equitable  Real  Estate  owns  various  real  prop¬ 
erties  which  are  maintained  singly  or  jointly  for 
the  use  of  the  various  companies  in  the  Philadel¬ 
phia  Company  system. 

All  the  foregoing  companies,  with  the  exception  of 
Pittsburgh  Railways  and  Motor  Coach  and  their  Trus¬ 
tees,  are  Petitioners  in  this  Petition.  Equitable  Sales, 
another  Petitioner,  was  engaged  in  appliance  sales  but 
is  now  in  the  process  of  liquidation.  The  other  Peti¬ 
tioner,  Consolidated  Gas,  was  formerly  engaged  in  man¬ 
ufacturing  gas  but  is  now  inactive. 

Philadelphia  Company  owns  directly  or  indirectly 
securities  of  the  above  named  companies  in  the  system 
with  the  following  percentages  of  voting  control: 

Per  Cent  of 

Name  of  Company  Voting  Control 

Duquesne  Light  Company  .  100% 

Allegheny  County  Steam  Heating 

Company  . 100% 

Pittsburgh  and  West  Virginia  Gas 

Company1  .  100% 

Equitable  Gas  Company1 .  100% 

Philadelphia  Oil  Company .  100% 

Finleyville  Oil  and  Gas  Company1....  100% 

1Certain  changes  in  the  corporate  relationships  of  this 
company  are  in  contemplation  and  may  be  consummated  by 
the  time  this  Petition  is  filed;  see  note  1  on  page  13  hereof, 
and  note  1  on  page  4  hereof. 
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Per  Cent  of 

Name  of  Company  Voting  Control ! 


Kentucky  West  Virginia  Gas  Com¬ 
pany  .  60% 

The  Consolidated  Gas  Company  of 
the  City  of  Pittsburgh  (inactive)..  71.17%  j 
Cheswick  and  Harmar  Railroad  Com¬ 
pany  .  100% 

Equitable  Auto  Company .  100% 

Equitable  Real  Estate  Company .  100% 

Equitable  Sales  Company  (inactive)  100% 


Philadelphia  Company  also  owns  all  the  stock  of  Pitts¬ 
burgh  Railways.  Of  the  53  so-called  underlier  companies 
in  the  Pittsburgh  Railways  system,  41  are  subsidiaries 
of  Philadelphia  Company  either  directly  or  indirectly. 
Motor  Coach  is  a  wholly-owned  subsidiary  of  Pitts¬ 
burgh  Railways. 

! 

3.  The  Respondent,  Securities  and  Exchange  Com¬ 
mission  (hereinafter  called  the  “Commission” ) ,  was 
established  under  Section  4  of  the  Securities  Exchange 
Act  of  1934,  and  is  given  certain  powers  and  duties 
under  the  terms  of  the  Act. 

i 

j 

EL  The  Nature  of  the  Proceedings  as  to  Which 

Review  Is  Sought.  I 

j 

4.  In  1940  the  Commission  instituted  proceedings 
( File  No.  59-9 )  under  Section  11  ( b )  ( 1 )  of  the  Act 
against  Standard  Power  and  Light  Corporation,  Stand¬ 
ard  Gas  and  Electric  Company  (a  subsidiary  of  Stand¬ 
ard  Power)  and  their  subsidiaries,  including  Philadel¬ 
phia  Company  and  its  subsidiaries.  On  August  8,  1941 
the  Commission  entered  an  order  in  this  proceeding 
requiring  Standard  Gas  to  dispose  of  all  its  holdings  in 
public  utility  or  registered  holding  companies  except  its 
holdings  in  Philadelphia  Company.  No  order  was  entered 
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against  Philadelphia  Company  or  its  subsidiaries,  juris¬ 
diction  being  reserved  with  reference  to  the  application 
of  Section  11  (b)  (1)  to  the  Philadelphia  Company  system. 

5.  So  far  as  the  Philadelphia  Company  system  is 
concerned,  the  Section  11(b)(1)  proceeding  remained 
in  this  status  until  December  5, 1946,  when  the  Commis¬ 
sion  issued  orders  reconvening  the  hearings  in  the  Sec¬ 
tion  11(b)  (1)  proceeding,  instituting  proceedings  (File 
No.  59-88)  under  Section  11(b)(2)  of  the  Act,  and  con¬ 
solidating  the  two  proceedings,  the  orders  being  directed 
primarily  at  the  Philadelphia  Company  holding  com¬ 
pany  system. 

6.  Answers  were  duly  filed  by  the  Petitioners  as 
respondents  in  those  proceedings  placing  at  issue  every 
material  contention  asserted  by  the  Commission;  the 
answer  of  Petitioners  included  a  plan  pursuant  to  Sec¬ 
tion  11(e)  of  the  Act.1  Hearings  were  begun  on  February 
25,  1947  at  which  extensive  evidence  was  taken.  There¬ 
after  a  trial  examiner's  decision  was  waived  and  the 
case  was  argued  before  the  Commission  on  October  9, 
1947. 

7.  On  June  1, 1948  the  Commission  issued  its  Find¬ 
ings  and  Opinion  in  said  proceedings  and  entered  an 
order  (the  Order  of  June  1,  1948)  against  Petitioners, 
by  the  terms  of  which,  inter  alia,  Philadelphia  Com¬ 
pany  was  directed  to  dispose  of  its  natural  gas  proper¬ 
ties  and  to  terminate  its  relationship  with  the  following 
companies : 

Pittsburgh  and  West  Virginia, 

Equitable  Gas, 

Finleyville, 

Philadelphia  Oil, 

1On  May  6,  1947  the  Commission  ordered  a  consolidation 
of  hearings  on  the  Section  11(e)  plan  with  the  Section  11(b) 
proceedings.  On  September  15,  1947  Petitioners  filed  an 
amendment  to  their  Section  11(e)  plan. 
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Kentucky-West  Virginia, 

Pittsburgh  Railways,  Motor  Coach,  and  the  41  sub¬ 
sidiary  and  underlier  companies  in  the  Pittsburgh 
Railways  System,  | 

by  disposing  of  any  interest,  direct  or  indirect,  which 
Philadelphia  Company  holds  in  the  securities  or  prop-- 
erties  of  said  companies,  and  Philadelphia  Company 
was  ordered  to  liquidate  and  dissolve.  The  Order  of 
June  1,  1948  also  denied  various  motions  filed  by  Peti¬ 
tioners  in  the  course  of  said  proceedings.  While  the 
Order  did  not  expressly  approve  or  disapprove  of  Peti¬ 
tioners*  Section  11(e)  plan,  the  Commission  in  its  Findr 
ings  and  Opinion  did  disapprove  of  said  plan. 


8.  A  copy  of  the  Findings  and  Opinion  of  the 
Commission  of  June  1, 1948  is  included  as  Exhibit  A  in 


the  Appendix  filed  with  your  Honorable  Court  simul¬ 
taneously  herewith,  a  copy  of  the  Order  of  June  1, 1948 
is  included  in  said  Appendix  as  Exhibit  B,  and  a  copy 
of  Sections  11(b)  and  11(e)  of  the  Act  is  included  in 
said  Appendix  as  Exhibit  E,  all  of  said  Exhibits  being 


made  part  hereof. 


9.  On  June  17,  1948  Petitioners  filed  a  petition  for 
rehearing  on  the  Order  of  June  1,  1948,  for  leave  to 
adduce  additional  evidence,  and  for  stay.  On  June  30, 
1948  the  Commission  filed  its  Memorandum  Opinion  and 
Order  (the  Order  of  June  30, 1948)  denying  the  petition 
in  all  respects.  Copies  of  the  petition  for  rehearing  and 
of  the  Commission  opinion  and  Order  of  June  30,  1948 
are  included  in  said  Appendix  as  Exhibits  C  and  D,  re¬ 
spectively,  and  are  made  part  hereof. 

i 

i 

! 

10.  Petitioners  are  filing  this  Petition  in  order  to 

have  this  Court  review  the  Orders  of  June  1,  1948  and 
June  30,  1948  (Exhibits  B  and  D  of  the  Appendix 
hereto).  I 
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m.  The  Facts  and  Statute  Upon  Which 
Jurisdiction  Is  Based. 

11.  The  jurisdiction  of  your  Honorable  Court  to 
review  the  Order  of  June  1, 1948  and  the  Order  of  June 
30,  1948  is  based  upon  Section  24  of  the  Act  which 
provides : 

“Sec.  24.  ( a)  Any  person  or  party  aggrieved  by 
an  order  issued  by  the  Commission  under  this  title 
may  obtain  a  review  of  such  order  in  the  circuit  court 
of  appeals  of  the  United  States  within  any  circuit 
wherein  such  person  resides  or  has  his  principal  place 
of  business,  or  in  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia,  by  filing  in  such  court, 
within  sixty  days  after  the  entry  of  such  order,  a 
written  petition  praying  that  the  order  of  the  Com¬ 
mission  be  modified  or  set  aside  in  whole  or  in 
part.  A  copy  of  such  petition  shall  be  forthwith 
served  upon  any  member  of  the  Commission,  or 
upon  any  officer  thereof  designated  by  the  Com¬ 
mission  for  that  purpose,  and  thereupon  the  Com¬ 
mission  shall  certify  and  file  in  the  court  a  tran¬ 
script  of  the  record  upon  which  the  order  com¬ 
plained  of  was  entered.  Upon  the  filing  of  such 
transcript  such  court  shall  have  exclusive  juris¬ 
diction  to  affirm,  modify,  or  set  aside  such  order,  in 
whole  or  in  part.  No  objection  to  the  order  of  the 
Commission  shall  be  considered  by  the  court  un¬ 
less  such  objection  shall  have  been  urged  before 
the  Commission  or  unless  there  were  reasonable 
grounds  for  failure  so  to  do.  The  findings  of  the 
Commission  as  to  the  facts,  if  supported  by  sub¬ 
stantial  evidence,  shall  be  conclusive.  If  applica¬ 
tion  is  made  to  the  court  for  leave  to  adduce  addi¬ 
tional  evidence,  and  it  is  shown  to  the  satisfaction 
of  the  court  that  such  additional  evidence  is  ma¬ 
terial  and  that  there  were  reasonable  grounds  for 
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failure  to  adduce  such  evidence  in  the  proceeding 
before  the  Commission,  the  court  may  order  such 
additional  evidence  to  be  taken  before  the  Com¬ 
mission  and  to  be  adduced  upon  the  hearing  in  such 
manner  and  upon  such  terms  and  conditions  as  to 
the  court  may  seem  proper.  The  Commission  may 
modify  its  findings  as  to  the  facts  by  reason  of  the 
additional  evidence  so  taken,  and  it  shall  file  with 
the  court  such  modified  or  new  findings,  which,  if 
supported  by  substantial  evidence,  shall  be  con¬ 
clusive,  and  its  recommendation,  if  any,  for  the 
modification  or  setting  aside  of  the  original  order. 
The  judgment  and  decree  of  the  court  affirming, 
modifying,  or  setting  aside,  in  whole  or  in  part,  any 
such  order  of  the  Commission  shall  be  final,  sub¬ 
ject  to  review  by  the  Supreme  Court  of  the  United 
States  upon  certiorari  or  certification  as  provided 
in  sections  239  and  240  of  the  Judicial  Code,  as 
amended  (U.  S.  C.,  title  28,  secs.  346  and  347). 

(b)  The  commencement  of  proceedings  under 
subsection  ( a )  shall  not,  unless  specifically  ordered 
by  the  court,  operate  as  a  stay  of  the  Commission’s 
order.” 

This  statute  is  applicable  to  the  instant  case  by  reason 
of  the  matters  set  out  in  paragraphs  12  to  16,  inclusive, 
hereof. 

12.  The  proceedings  of  the  Commission  mentioned 
in  paragraphs  4,  5  and  6  hereof  were  directed  against 
the  Petitioners  as  Respondents,  and  the  orders  of  the 
Commission  mentioned  in  paragraphs  7,  8  and  9  hereof 
were  directed  against  Petitioners.  Petitioners  are  in¬ 
jured,  oppressed,  and  deprived  of  legal  rights  by  tile 
terms  of  the  said  Orders  of  the  Commission,  and  there¬ 
fore  Petitioners  are  persons  or  parties  who  are  ag¬ 
grieved  by  said  Orders. 


! 
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13.  The  Orders  of  June  1,  1948  and  of  June  30, 
1948  are  each  “an  order  issued  by  the  Commission  under 
this  title,”  viz.,  under  the  Act. 

14.  This  Petition  to  Review  is  filed  within  sixty 
days  after  the  entry  of  the  Orders  of  June  1,  1948  and 
of  June  30,  1948. 

15.  No  proceeding  has  hitherto  been  instituted  in 
this  Court  or  in  any  other  Court  for  the  review  of  the 
Order  of  June  1, 1948,  or  of  the  Order  of  June  30,  1948, 
either  at  the  instance  of  Petitioners  or  ( so  far  as  Peti¬ 
tioners  have  knowledge)  at  the  instance  of  any  other 
person.  The  Commission  has  not  entered  any  order  (so 
far  as  Petitioners  are  advised)  in  any  respect  modify¬ 
ing  or  rescinding  its  said  Orders  of  June  1,  1948  and 
of  June  30,  1948. 

16.  The  Order  of  June  1, 1948  provides  that  it  shall 
be  effective  immediately  upon  its  issuance. 

IV.  The  Relief  Prayed. 

17.  Petitioners  respectfully  pray  that  your  Hon¬ 
orable  Court: 

(a)  review  the  Orders  of  June  1, 1948  and  June  30, 
1948,  as  well  as  all  the  proceedings,  findings  and  con¬ 
clusions  of  the  Commission  upon  which  the  said  Orders 
were  based; 

(b)  set  aside  the  Orders  of  June  1,  1948  and  June 
30,  1948; 

(c)  order  the  Commission  to  dismiss  the  proceed¬ 
ings  against  Petitioners  instituted  by  the  Commission 
under  Sections  11(b)  (1)  and  11(b)  (2)  of  the  Act; 
or,  in  the  alternative,  after  having  set  aside  the  Orders 
of  June  1,  1948  and  June  30,  1948,  remand  these  pro¬ 
ceedings  to  the  Commission  for  further  consideration 
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and  determination  of  Petitioners’  Section  11(e)  plan 
in  the  light  of  your  Honorable  Court’s  interpretation 
of  Sections  11(b)  (1),  11(b)  (2)  and  11(e)  of  the  Act 
as  applied  to  the  facts  of  this  case;  j 

(d)  stay  the  effectiveness  of  the  Order  of  June 
1,  1948  pending  final  disposition  of  this  Petition  to 
Review  (a  separate  petition  for  stay  being  filed  with 
this  Petition) ; 

'  i 

(e)  order  and  direct  that  a  certified  copy  of  this 
Petition  to  Review  be  forthwith  served  by  the  Clerk 
of  this  Court  upon  the  Commission,  and  that  thereupon 
the  Commission  shall  certify  and  file  in  this  Court  a 
Transcript  of  the  Record  upon  which  the  Orders  of 
June  1,  1948  and  June  30,  1948  were  entered; 

(f )  grant  Petitioners  such  further  and  other  relief 
in  the  premises  as  to  this  Honorable  Court  may  seem 
just  and  proper. 

i 

_  i 

V.  The  Points  on  Which  Petitioners  Intend  to  Rely,  j 

A.  The  Electric  and  Gas  Operations  of  the 
Philadelphia  Company  System  Consti- 
tute  A  Single  Integrated  Public-Utility 
System. 

1.  Under  a  proper  construction  of  the  Act,  a  single 
integrated  public-utility  system  can  be  comprised  of 
both  electric  and  gas  properties  and  operations.  The 
Commission  erred  in  interpreting  the  Act  to  the  con¬ 
trary  and  in  holding  that  the  Act  absolutely  and  under 
all  circumstances  prohibits  the  retention  of  both  electric 
and  gas  properties  together  as  a  single  integrated  public- 
utility  system. 

» 

2.  The  present  operations  of  the  electric  and  gas 
utility  companies  in  the  holding  company  system  pf 
Philadelphia  Company  are  limited,  within  the  meaning 


i 
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of  Section  11(b)  (1)  of  the  Act,  to  a  single  integrated 
public-utility  system,  and  together  constitute  a  single 
integrated  public-utility  system.  The  Commission  erred 
in  interpreting  the  Act  and  in  holding  to  the  contrary. 

3.  The  Commission’s  ruling  that  the  gas  utility 
properties  and  the  electric  utility  properties  in  the  Phila¬ 
delphia  Company  system  do  not  together  constitute  a 
single  integrated  public-utility  system  is  not  supported 
by  substantial  evidence  and  is  in  disregard  of  substan¬ 
tial  and  uncontradicted  evidence  supporting  and  requir¬ 
ing  a  finding  that  such  gas  and  electric  utility  properties 
do  together  constitute  a  single  integrated  public-utility 
system. 

B.  Philadelphia  Company  has  the  Right  to 
Continue  to  Control  the  Integrated 
Public-Utility  System  Operated  by  the 
Gas  Utility  Companies  in  the  System  as 

l 

an  Additional  System. 

1.  Philadelphia  Company  at  the  present  time  con¬ 
trols  both  Duquesne  ( an  electric  utility  company  whose 
operations  have  been  found  by  the  Commission  to  con¬ 
stitute  an  integrated  public-utility  system)  and  a  gas 
utility  system1  (consisting  of  three  gas  utility  compan- 

1On  June  1,  1948,  Philadelphia  Company  was  a  holding 
company  and  was  also  a  gas  utility  company  by  virtue  of  its 
ownership  of  certain  natural  gas  facilities  and,  at  that  time, 
Pittsburgh  and  West  Virginia  was  also  a  holding  company  by 
virtue  of  its  ownership  of  all  of  the  capital  stock  of  Equitable 
Gas.  The  following  changes  are  in  contemplation  and  may  be 
consummated  by  the  time  this  Petition  is  filed:  (1)  Philadel¬ 
phia  Company  will  cease  to  be  a  gas  utility  company,  (2) 
Pittsburgh  and  West  Virginia  will  cease  to  be  a  holding  com¬ 
pany,  (3)  natural  gas  facilities  formerly  owned  by  Philadel¬ 
phia  Company  will  be  owned  and  operated  by  Equitable  Gas, 
(4)  all  of  the  capital  stock  of  Equitable  Gas  will  be  owned  by 


i 

i 
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ies,  Philadelphia  Company,  Equitable  Gas  and  Pitts- 1 
burgh  and  West  Virginia,  whose  operations  have  been  j 
found  by  the  Commission  to  constitute  an  integrated 
public-utility  system).  If  Petitioners  are  in  error  in  the 
legal  position  asserted  in  Point  A  hereof,  Philadelphia 
Company  has  selected  the  electric  utility  system  of 
Duquesne  as  its  principal  system,  and  under  Section 
11(b)(1)  of  the  Act  Philadelphia  Company  has  the 
right  to  continue  to  control  the  integrated  gas  utility 
system  under  the  additional  system  proviso  of  Section 
11(b)  (1)  as  a  system  additional  to  the  integrated  pub¬ 
lic-utility  system  of  Duquesne. 

2.  The  Commission  erred  in  refusing  to  permit  Phila¬ 
delphia  Company  to  continue  to  control  the  integrated 
gas  utility  system  mentioned  in  paragraph  1  of  this 
subdivision  B,  and  in  ordering  Philadelphia  Company  to 
dispose  of  its  natural  gas  properties  presently  leased  to 
and  operated  by  Equitable  Gas1  and  in  ordering  Phila-I 
delphia  Company  to  terminate  its  relationship  with 
Equitable  Gas  and  Pittsburgh  and  West  Virginia  by 
disposing  of  or  causing  the  disposition  of  any  interest, 
direct  or  indirect,  which  Philadelphia  Company  now 
holds  in  the  securities  or  properties  of  said  two  com¬ 
panies. 

3.  The  Commission,  in  reliance  upon  erroneous  in¬ 
terpretations  of  law  and  upon  findings  not  supported 
by  substantial  evidence,  and  in  disregard  of  substantial 
and  uncontradicted  evidence,  erred  in  failing  and  re- 

Philadelphia  Company,  and  (5)  the  gas  utility  system  will  be 
comprised  of  gas  utility  properties  of  Equitable  Gas  and  Pitts¬ 
burgh  and  West  Virginia.  These  changes  were  authorized  by 
the  Commission  by  an  order  entered  on  June  30,  1948  (Public 
Utility  Holding  Company  Act  Release  No.  8326) . 

JThe  portion  of  the  order  requiring  Philadelphia  Com¬ 
pany  to  dispose  of  the  said  properties  leased  to  and  operated 
by  Equitable  Gas  may  become  moot  by  reason  of  the  facts 
stated  in  the  preceding  footnote. 
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fusing  to  find  and  conclude  that  the  additional  inte¬ 
grated  public-utility  system  consisting  of  the  gas  utility 
companies  in  the  Philadelphia  Company  system  cannot 
be  operated  as  an  independent  system  without  the  loss 
of  substantial  economies  which  can  be  secured  by  the 
retention  of  control  by  Philadelphia  Company  of  such 
system.  In  respect  of  this  issue,  the  Commission  erred 
in  the  following  particulars,  among  others: 

(a)  In  erroneously  construing  or  interpreting  Sec¬ 
tion  11(b)  (1)  of  the  Act  in  the  following  respects: 

(i)  as  establishing  a  general  rule,  in  effect 
forbidding  the  retention  of  control  of  a  gas  utility 
system  by  any  holding  company  whose  principal 

!  system  is  an  electric  utility  system ; 

(ii)  as  establishing  the  general  prohibition 
mentioned  in  subparagraph  (i)  supra  in  the  case 
of  holding  company  control,  in  direct  conflict  with 
its  interpretation  or  construction  of  the  same 
statutory  language  as  permitting  and  sanctioning 
control  by  one  person  of  both  a  gas  utility  system 
and  an  electric  utility  system  where  no  holding 
company  control  is  involved  or  where  the  holding 
company  is  about  to  be  dissolved; 

(iii)  as  establishing  standards  for  determin¬ 
ing  retainability  of  a  gas  utility  system  as  a  system 
additional  to  a  principal  electric  utility  system  dif¬ 
ferent  from  the  standards  for  determining  retain¬ 
ability  of  a  gas  utility  system  as  a  system  addi¬ 
tional  to  a  principal  gas  utility  system; 

(iv)  as  meaning  that  an  additional  system 
may  be  permitted  only  as  an  exception  to  a  general 

i  rule  prohibiting  retention  of  additional  systems, 
that  an  additional  integrated  public-utility  system, 
in  order  to  be  retainable,  must  be  one  so  small  that 
it  is  “incapable  of  independent  economical  opera- 
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tion,”  one  “in  which  the  proven  inability  of  the 
additional  system  to  stand  by  itself  would  result 
in  substantial  hardship  to  investors  and  consum¬ 
ers  were  its  relationship  with  the  holding  company 
terminated,”  one  “which  could  not  economically 
stand  by  itself,”  and  one  which  is  “incapable  of 
independent  economic  operation”  after  segregation, 
and  that  its  retention  is  permitted  only  “where  a 
holding  company  can  show  a  real  economic  need  oni 
the  part  of  additional  integrated  systems”; 

i 

(v)  in  interpreting  the  words  “substantial 

economies”  as  meaning  that,  for  economies  to  be 
substantial,  “they  must  be  important  in  the  sense 
that  they  are  of  such  nature  that  their  loss  would 
cause  a  serious  economic  impairment  of  the  sys¬ 
tem”;  | 

(vi)  in  holding  that,  as  a  matter  of  law,  the 
phrase  “substantial  economies”  means  something 
different  or  something  more  than  substantial  sav¬ 
ings  in  operational  expense; 

i 

(vii)  in  holding  that  the  losses  in  economies 
which  may  be  considered  under  this  section  are 
limited  to  those  directly  related  to  Philadelphia 
Company's  integrated  gas  utility  system  and  that 
losses  in  economies  to  the  other  companies  in  the 
Philadelphia  Company  holding  company  system 
must  be  ignored; 

I 

( viii )  as  meaning  that,  in  ascertaining  the  ex¬ 
istence  of  a  loss  of  substantial  economies  resulting 
from  a  segregation  of  the  several  groups  of  com¬ 
panies  in  the  Philadelphia  Company  system, 

(a)  the  Commission  is  required  or  is  en¬ 
titled  to  take  into  consideration  conjectural 
advantages  which  it  asserts  will  result  from 
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segregation,  as  to  the  nature,  existence  or  ex¬ 
tent  of  which  advantages  there  is  no  evidence; 

(b)  the  Commission  should  determine 
'‘net  economies”  lost  upon  segregation  by  off¬ 
setting  such  conjectural  advantages  against 
economies  proven  to  be  lost; 

and  as  meaning  that  in  every  instance  there  is  a 
presumption  that  such  conjectural  advantages  will 
outweigh  the  economies  proven  to  be  lost  on  segre¬ 
gation; 

(ix)  as  meaning  that,  in  ascertaining  the  ex¬ 
istence  of  a  loss  of  substantial  economies,  a  show¬ 
ing  of  increased  operational  expense  resulting  from 
segregation  is  not  in  and  of  itself  determinative  and 
cannot  be  regarded  as  conclusive  proof  of  a  loss  of 
economies  in  the  amount  of  the  increased  expense, 
in  the  absence  of  any  proof  of  compensating  ad¬ 
vantages; 

(x)  as  having  a  basic  premise  “that  there 
are  substantial  economic  advantages  in  requiring 
the  segregation  of  utility  systems  and  that,  in  all 
but  the  exceptional  case,  such  advantages  outweigh 
the  disadvantages  resulting  from  segregation” ; 

(xi)  as  having  the  basic  premise  mentioned 
in  subparagraph  (x)  supra  in  the  case  of  holding 
company  control,  in  direct  conflict  with  the  Com¬ 
mission’s  interpretation  or  construction  of  the  same 
statutory  language  as  having  no  such  premise  in 
the  case  of  control  by  one  person  of  both  a  gas 
utility  system  and  an  electric  utility  system  where 
no  holding  company  control  is  involved  or  where 
the  holding  company  is  about  to  be  dissolved; 

(xii)  as  meaning  that  the  study  of  loss  of 
economies  made  by  one  witness  in  these  proceed- 
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ings  has  no  validity  because  it  did  not  embrace  a  j 
consideration  of  the  entire  overall  operations  of 
the  public  utility  system  which  is  to  be  divested  j 
upon  segregation,  notwithstanding  substantial  evi¬ 
dence  of  other  witnesses  that  such  consideration  j 
was  unnecessary  in  these  proceedings; 

(xiii)  as  meaning  that  a  determination  of  loss 
of  economies  can  be  valid  only  if  based  upon  a  con-  j 
sideration  of  savings,  economies  or  improved  effi-  j 
ciencies,  which  may  be  achieved  after  segregation,  j 
whether  or  not  such  alleged  savings,  economies  or 
improved  efficiencies  are  the  result  of  such  segre¬ 
gation  or  can  as  well  be  achieved  before  segrega¬ 
tion; 

( xiv )  as  meaning  that,  in  determining  whether  i 
or  not  the  losses  of  economies  resulting  from  seg-  i 
regation  in  these  proceedings  are  substantial  with-  j 
in  the  meaning  of  said  clause  (A),  the  substan-  j 
tiality  thereof  cannot  be  tested  in  “absolute  terms” 
but  only  “in  relation  to  total  revenues,  expenses 
and  income”; 

i 

(xv)  as  entitling  the  Commission  to  take  into  j 
consideration  the  decrease  in  taxes  resulting  from  j 
the  increase  in  annual  operating  expenses  of  the  ! 
several  groups  of  companies  in  the  Philadelphia  j 
Company  system  after  segregation,  and  at  the  same  | 
time  entitling  the  Commission  to  refuse  to  take  I 
into  consideration  tax  savings  presently  resulting 
from  the  use  of  a  consolidated  tax  return  by  Phila¬ 
delphia  Company  and  its  subsidiaries. 

(b)  With  respect  to  the  burden  of  proof  in  these 
proceedings,  the  Commission  erred  in: 

(i)  entering  the  Order  of  June  1,  1948  (of 
which  it  was  the  proponent) ,  when  the  Commission 
had  failed  to  sustain  the  burden  of  proof  requisite 
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to  such  action,  and  in  ruling  that  the  burden  of 
proof  was  upon  the  opponents  of  its  proposed  action 
to  demonstrate  that  such  action  should  not  be 
taken; 

(ii)  ruling  that  Petitioners  have  the  burden 
of  proof  of  demonstrating  that  substantial  econo¬ 
mies  would  be  lost  by  a  divestiture  of  the  gas 
utility  system  from  the  holding  company  system 
of  Philadelphia  Company,  and  that  Petitioners  have 
the  burden  of  demonstrating  the  foregoing  by  clear 
and  convincing  evidence. 

( c )  In  holding  that  the  following  do  not  constitute 
in  each  case  a  loss  of  substantial  economies  within  the 
meaning  of  Section  11(b)  (1) : 

(i)  an  annual  loss  of  economies  to  the  com¬ 
panies  in  the  Electric  Group  of  the  Philadelphia 
Company  system  of  at  least  $525,188; 

(ii)  an  annual  loss  of  economies  to  the  com¬ 
panies  in  the  Gas  Group  of  the  Philadelphia  Com¬ 
pany  system  of  at  least  $500,328; 

( ill )  an  annual  loss  of  economies  to  the  com¬ 
panies  in  the  Transportation  Group  of  the  Phila¬ 
delphia  Company  system  of  at  least  $98,093; 

(iv)  an  annual  loss  of  economies  to  the  com¬ 
panies  in  the  Philadelphia  Company  system  of  at 
least  $1,123,609;  and 

(v)  an  annual  loss  of  economies  to  the  com¬ 
panies  in  the  Electric  Group  and  in  the  Gas  Group 
of  at  least  $1,025,516. 

(d)  In  failing  and  refusing  to  make  each  of  the 
following  findings,  in  disregard  of  substantial  and  un¬ 
contradicted  evidence  requiring  such  findings : 
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(i)  That  the  divorcement  from  the  Philadel-  ; 

_  i 

phia  Company  system  of  the  companies  in  the  Gas  j 
Group  and  of  those  in  the  Transportation  Group  j 
will  result  in  a  loss  of  substantial  economies  to  the  j 
companies  in  the  Philadelphia  Company  system,  j 
and  that  such  divorcement  will  cause  a  total  in- 

i 

crease  in  the  annual  operating  expenses  of  all  com¬ 
panies  in  the  Philadelphia  Company  holding  com-  j 
pany  system  in  excess  of  $1,000,000; 

(ii)  that  the  divorcement  from  the  Philadel¬ 
phia  Company  system  of  the  companies  in  the  Gas 
Group  and  of  those  in  the  Transportation  Group 
will  result  in  a  loss  of  substantial  economies  to  the 
companies  in  the  Electric  Group,  and  that  such 
divorcement  will  cause  a  total  increase  in  the  an¬ 
nual  operating  expenses  of  the  companies  in  the 
Electric  Group  of  at  least  $479,840 ; 

i 

(iii)  that  the  divorcement  from  the  Phila¬ 
delphia  Company  system  of  the  companies  in  the 
Gas  Group  and  of  those  in  the  Transportation 
Group  will  result  in  a  loss  of  substantial  econo¬ 
mies  to  the  companies  in  the  Gas  Group,  and  that 
such  divorcement  will  cause  a  total  increase  in  the 
annual  operating  expenses  of  the  companies  in  the 
Gas  Group  of  at  least  $500,328,  substantially  all  of 
which  increase  in  expenses  is  represented  by  in¬ 
creased  expenses  of  Equitable  Gas  and  Pittsburgh 
and  West  Virginia; 

i 

(iv)  that  the  divorcement  from  the  Philadel¬ 
phia  Company  system  of  the  companies  in  the  Gas 
Group  and  of  those  in  the  Transportation  Group 
will  result  in  a  loss  of  substantial  economies  to 
Equitable  Gas  and  to  Pittsburgh  and  West  Vir¬ 
ginia; 

(v)  that  the  divorcement  from  the  Philadel¬ 
phia  Company  system  of  the  companies  in  the  Gas 
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Group  and  of  those  in  the  Transportation  Group 
will  result  in  a  loss  of  substantial  economies  to  the 
companies  in  the  Transportation  Group,  and  that 
such  divorcement  will  result  in  a  total  increase  in 
the  annual  operating  expenses  of  the  companies  in 
the  Transportation  Group  of  at  least  $98,093; 

(vi)  that  the  segregation  of  the  electric  and 
gas  utility  systems  in  the  Philadelphia  Company 
system  will  not  result  in  any  advantage  to  either 
of  said  utility  systems  by  reason  of  an  independent 
management  or  otherwise; 

(vii)  that  the  increase  in  costs  incurred  by 
each  of  said  utility  systems  upon  segregation  will 
not  be  offset  by  any  greater  productivity  of  per¬ 
sonnel  or  otherwise; 

(viii)  that  neither  of  said  utility  systems  will 
enjoy  any  substantial  economic  advantages  as  a 
result  of  such  segregation;  and 

(ix)  that  the  disadvantages  accruing  to  each 
of  said  utility  systems  from  such  segregation  far 
outweigh  the  advantages,  if  any,  resulting  there¬ 
from. 

(e)  In  refusing  to  conclude  or  find,  as  a  matter 
of  law,  that  Petitioners  have  demonstrated  by  substan¬ 
tial  and  uncontradicted  evidence,  as  well  as  by  clear 
and  convincing  evidence: 

(i)  that  substantial  economies  would  be  lost 
if  the  integrated  gas  utility  system  of  Philadelphia 
Company  were  segregated;  and 

(ii)  that  substantial  economies  would  be  lost 
if  the  integrated  electric  utility  system  of  Phila- 

i  delphia  Company  were  segregated. 
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(f)  In  holding  as  a  matter  of  law  that  the  evi-j 
dence  offered  by  Petitioners  on  the  subject  of  loss  of 
economies  does  not  constitute  proof  of  a  loss  of  sub¬ 
stantial  economies  within  the  meaning  of  Section  11 
(b)  (1)  of  the  Act. 

(g)  In  finding,  without  support  of  substantial  evi¬ 
dence  and  in  disregard  of  substantial  and  uncontradicted 
evidence,  that  the  studies  introduced  by  Petitioners  oh 
the  question  of  the  loss  of  substantial  economies  within 
the  meaning  of  Section  11(b)  (1)  (A)  are  entitled  to 
“little  probative  weight”  and  to  “very  limited  probative 
effect.”  In  respect  of  this  issue  the  Commission  erred: 

(i)  in  finding  that  Petitioners’  witness  Coff¬ 
man  lacked  the  requisite  qualifications  to  testify 
as  an  expert  with  respect  to  losses  of  economies 
which  would  result  from  a  segregation  of  the  com¬ 
panies  in  the  Philadelphia  Company  holding  com¬ 
pany  system,  whereas  the  substantial  and  uncon¬ 
tradicted  evidence  requires  a  contrary  finding; 

(ii)  in  finding  that  Petitioners’  witness  Coff¬ 
man  cannot  be  considered  as  having  made  any  valid 
study  of  loss  of  economies,  and  that  Coffman’s 
study  of  loss  of  economies  contains  basic  defects 
which  are  so  substantial  as  to  entitle  it  to  little 
probative  value,  whereas  the  substantial  and  uncon¬ 
tradicted  evidence  requires  a  contrary  finding; 

(iii)  in  finding  that  the  study  of  losses  of 

economies  made  by  Petitioners’  witness  Coffman 
is  not  sufficient  to  support  the  increase  in  expenses 
which  Petitioners  claim  will  result  from  segrega¬ 
tion,  whereas  the  substantial  and  uncontradicted 
evidence  requires  a  contrary  finding;  I 

(iv)  in  failing  and  refusing  to  find,  in  accord¬ 
ance  with  substantial  and  uncontradicted  evidence 
which  requires  such  a  finding,  that  Petitioners’ 
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i  witnesses  Hartt  and  Stone  were  each  fully  qualified 
as  experts  to  make  a  study  of  and  to  testify  with 
respect  to  losses  of  economies  which  would  result 
from  a  segregation  of  the  companies  in  the  Phila¬ 
delphia  Company  holding  company  system  and  that 
they  did  make  such  an  independent  study  and 
testify  with  respect  thereto,  and  the  Commission 
further  erred  in  finding,  in  disregard  of  substan¬ 
tial  and  uncontradicted  evidence  to  the  contrary, 
that  the  conclusions  of  Petitioners’  witnesses  Hartt 
and  Stone  cannot  be  regarded  as  representing  in¬ 
dependent  evidence  sufficient  to  constitute  proof  of 
the  loss  of  substantial  economies  on  segregation; 

(v)  in  failing  and  refusing  to  find,  in  accord¬ 
ance  with  substantial  and  uncontradicted  evidence 
which  requires  such  a  finding,  that  the  methods 
followed  and  the  results  reached  by  Coffman  in  his 
study  of  losses  of  economies  were  reviewed  inde¬ 
pendently  by  Petitioners’  witnesses  Hartt  and 
Stone,  who  confirmed  by  their  own  independent 
judgment  that  the  methods  and  procedures  em¬ 
ployed  by  Coffman  in  his  study  were  sound  and 
that  the  results  of  his  study  were  reasonably  ac¬ 
curate; 

( vi )  in  failing  and  refusing  to  find,  in  accord¬ 
ance  with  substantial  and  uncontradicted  evidence 
which  requires  such  a  finding,  that  the  methods 
employed  by  Petitioners’  witnesses  Coffman,  Hartt 
and  Stone  in  estimating  the  losses  of  economies 
resulting  from  segregation  are  reasonable  and 
sound,  and  produce  an  accurate  and  conservative 
result; 

(vii)  in  finding,  in  disregard  of  substantial 
and  uncontradicted  evidence  to  the  contrary,  that 
the  economies  studies  of  Petitioners’  witnesses 
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Coffman,  Hartt  and  Stone  did  not  take  into  account 

i 

any  offsetting  gains  which  might  be  realized  as  a 
result  of  segregation; 

(viii)  in  failing  and  refusing  to  find,  in  ac¬ 
cordance  with  substantial  and  uncontradicted  evi-: 
dence  which  requires  such  a  finding,  that  the 
companies  in  the  Philadelphia  Company  holding 
company  system  are  efficiently  operated  and  that 
there  is  no  excess  of  manpower  anywhere  among 
said  companies; 

( ix )  in  finding,  in  disregard  of  substantial  and 
uncontradicted  evidence  to  the  contrary,  that  there 
is  nothing  in  the  record  to  support  the  existence 
of  losses  other  than  those  embraced  in  the  studies 
of  Petitioners’  witnesses  Coffman,  Hartt  and  Stone  ;j 

(x)  in  finding  that  substantial  savings  would 
be  effected  through  the  elimination  of  Philadelphia, 
Company  after  consummating  the  divestments  or¬ 
dered  by  the  Commission; 

i 

(xi)  in  finding  that  Petitioners’  witness 
Scharff  had  limited  qualifications  as  an  expert,  that 
Scharff’s  evidence  and  exhibits  are  not  sufficient! 
to  support  a  conclusion  that  no  significant  benefits 
would  result  from  the  segregation  of  gas  and  elec¬ 
tric  properties,  and  in  finding  that  Petitioners  have 
not  been  prejudiced  by  the  trial  examiner’s  rulings 
(later  overruled  by  the  Commission  in  the  Order 
of  June  1,  1948)  with  respect  to  said  evidence  and 
exhibits; 

(xii)  in  finding  that  certain  testimony  and 
exhibits  of  Coffman  comparing  Duquesne  and  Pitts¬ 
burgh  Railways  respectively  with  other  companies 
have  little  or  no  relevance  to  any  issues  in  this  case, 
and  in  finding  that  Petitioners  have  not  been  preju- 
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diced  by  the  trial  examiner’s  rulings  (later  over¬ 
ruled  by  the  Commission  in  the  Order  of  June  1, 

1948)  with  respect  to  said  testimony  and  exhibits. 

(h)  In  finding  that  the  segregation  of  the  electric 
and  gas  utility  systems  in  the  Philadelphia  Company 
system  will  result  in  substantial  economic  advantages 
to  each  of  said  utility  systems  and  that  it  is  not  un¬ 
likely  that  such  advantages  will  outweigh  the  disad¬ 
vantages  resulting  from  such  segregation,  without  any 
evidence  to  support  such  finding,  and  in  disregard  of 
substantial  and  uncontradicated  evidence  to  the  con¬ 
trary. 

4.  The  Order  of  June  1,  1948  is  arbitrary  because, 
as  will  appear  from  a  reading  of  the  whole  of  the  Com¬ 
mission’s  Findings  and  Opinion,  it  is  based  upon  an  in¬ 
terpretation  of  the  Act  which : 

(a)  Makes  a  nullity  of  the  additional  system  pro¬ 
viso  in  Section  11(b)  (1)  of  the  Act; 

(b)  In  effect  prevents,  absolutely  and  under  all  cir¬ 
cumstances,  the  retention  of  gas  and  electric  utility 
properties  in  the  same  holding  company  system; 

(c)  Makes  it  impossible  for  any  company  ever  to 
prove  a  loss  of  substantial  economies  within  the  mean¬ 
ing  of  Section  11(b)  (1)  of  the  Act. 

C.  Philadelphia  Company  Has  the  Right  to 
Retain  the  “Other  Businesses”  Pres¬ 
ently  Owned  by  It. 

1.  The  conclusions  of  the  Commission  upon  which 
the  Order  of  June  1,  1948,  is  based,  as  set  forth  in  the 
Findings  and  Opinion  of  the  Commission,  are  erroneous 
with  respect  to  the  denial  to  Philadelphia  Company  of 
the  right  to  retain  the  “other  businesses”  presently 
owned  by  it. 
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2.  The  Order  of  June  1,  1948,  with  reference  to  the 
retainability  by  Philadelphia  Company  of  the  companies 
hereinafter  named  is  based  upon  the  Commission's  inters 
pretation  of  Section  11(b)  (1)  of  the  Act  to  the  effect 
(a)  that  the  electric  and  gas  operations  of  the  Philadel¬ 
phia  Company  system  cannot  and  do  not  constitute  a 
single  integrated  public-utility  system,  and  (b)  that  the 
integrated  gas  utility  system  cannot  be  retained  by 
Philadelphia  Company  as  a  system  additional  to  its 
integrated  electric  utility  system.  These  holdings  are 
erroneous,  and  therefore  the  rulings  of  the  Commission 
with  reference  to  the  retainability  of  said  companies 
are  likewise  erroneous.  The  companies  in  question  are 
the  following: 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil,  | 

Kentucky-West  Virginia, 

Equitable  Auto,  j 

Equitable  Real  Estate. 

i 

3.  Neither  the  evidence  nor  the  law  supports  or 
warrants  that  part  of  the  Order  of  June  1,  1948,  which 
directs  that  Philadelphia  Company  must  terminate  its 
relationships  with  the  following  companies  by  dispos¬ 
ing  of  or  causing  the  disposition  of  any  interest,  direct 
or  indirect,  which  Philadelphia  Company  holds  in  the 
securities  or  properties  of  any  of  the  following  com¬ 
panies: 

Finleyville, 

Philadelphia  Oil,  j 

Kentucky- West  Virginia, 

Pittsburgh  Railways,  j 

Motor  Coach, 

and  the  41  subsidiary  and  underlier  companies 
in  the  Pittsburgh  Railways  system. 
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4.  The  substantial  and  uncontradicted  evidence 
supports  and  requires  findings  that  Philadelphia  Com¬ 
pany,  under  the  “other  business”  standards,  has  the 
right  to  and  can  retain  the  interests  which  it  presently 
holds  in  the  securities  and  properties  of  each  of  the 
following  companies: 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto, 

Equitable  Real  Estate, 

Pittsburgh  Railways, 

Motor  Coach, 

and  the  41  subsidiary  and  underlier  companies 
in  the  Pittsburgh  Railways  system. 

5.  The  Commission  erred  in  concluding  that  the 
street  railway  business  of  the  Pittsburgh  Railways  sys¬ 
tem  may  not  be  retained  in  the  Philadelphia  Company 
holding  company  system.  The  Commission's  conclusion 
was  based  on  findings  not  supported  by  substantial  evi¬ 
dence,  and  was  made  in  disregard  of  substantial  and 
uncontradicted  evidence  and  in  reliance  on  erroneous 
interpretations  of  the  law.  In  respect  of  this  issue,  the 
Commission  erred  in  the  following  particulars,  among 
others: 

(a)  in  erroneously  interpreting  Section  11(b)(1) 
of  the  Act  as  forbidding,  in  effect,  the  retention  of  con¬ 
trol  of  a  street  railway  business  by  any  holding  company 
system  which  controls  electric  utility  properties,  or,  in 
the  alternative,  electric  and  gas  utility  properties; 

(b)  in  erroneously  construing  Section  11(b)(1) 
of  the  Act  as  providing  that  the  burden  of  proof  is  upon 
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Petitioners  to  show  that  the  street  railway  business 
sought  to  be  retained  meets  the  standards  of  that  sec-j 
tion ;  j 

(c)  in  erroneously  construing  Section  11(b)(1) 

of  the  Act  as  requiring  an  affirmative  showing  by  Peti¬ 
tioners  of  an  operating  or  functional  relationship  be¬ 
tween  the  operations  of  the  retainable  utility  system 
and  the  non-utility  business  sought  to  be  retained  in  the 
Philadelphia  Company  holding  company  system;  and 
also  an  affirmative  showing  by  Petitioners  that  reten¬ 
tion  would  be  in  the  public  interest;  and  the  Commis¬ 
sion  further  erred,  even  assuming  the  correctness  of  the 
aforesaid  interpretation  of  Section  11(b)  (1),  in  failing 
and  refusing  to  find  that  the  operations  of  the  street 
railway  system  are  reasonably  incidental,  or  economi¬ 
cally  necessary  or  appropriate  to  the  operations  of  the 
electric  utility  properties  of  Duquesne,  or,  in  the  alterna¬ 
tive,  to  the  operations  of  the  electric  and  gas  utility 
properties  of  the  Philadelphia  Company  holding  com¬ 
pany  system,  in  disregard  of  substantial  and  uncontra¬ 
dicted  evidence  which  supports  and  requires  such  find¬ 
ings;  j 

( d )  in  failing  and  refusing  to  find  ( construing  Sec¬ 
tion  11(b)(1)  so  as  to  forbid  the  divestment  of  other 
businesses  not  detrimental  to  the  functions  of  the  prin¬ 
cipal  system,  if  retention  will  serve  the  interests  of 
investors  or  consumers,  irrespective  of  the  functional 
relationship  between  those  businesses  and  the  principal 
system)  that  the  continued  retention  of  the  street  rail¬ 
way  system  under  common  control  with  the  electric 
utility  properties,  or,  in  the  alternative,  with  the  electric 
and  gas  utility  properties,  in  the  Philadelphia  Company 
holding  company  system  is  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  investors  or 
consumers,  and  not  detrimental  to  the  proper  function¬ 
ing  of  such  system; 
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(e)  in  erroneously  construing  Section  11(b)(1) 
of  the  Act  as  requiring  an  affirmative  showing  by  Peti¬ 
tioners  that  the  street  railway  system  would  be  incapa¬ 
ble  of  independent  operation,  and  as  requiring  an  affirm¬ 
ative  showing  by  Petitioners  that  there  are  benefits 
to  such  system  or  to  the  public  beyond  the  claimed 
economies  in  operation  resulting  from  joint  ownership 
with  the  electric  utility  properties  of  the  Philadelphia 
Company  holding  company  system; 

(f)  in  holding  that  annual  savings  to  the  com¬ 
panies  in  the  street  railway  system  in  the  neighborhood 
of  $98,000  per  year  produced  through  the  coordinated  op¬ 
eration  of  such  system  and  the  other  companies  of  the 
Philadelphia  Company  holding  company  system  are  of 
little  significance  when  viewed  in  the  context  of  the  Pitts¬ 
burgh  Railways  system,  and  are  insignificant  to  either 
investors  or  consumers,  or  would  be  outweighed  by  bene¬ 
fits  inherent  in  confining  the  attention  of  separate  man¬ 
agements  to  the  problems  of  their  respective  businesses ; 

(g)  in  failing  and  refusing  to  find,  in  accordance 
with  substantial  and  uncontradicted  evidence  which  re¬ 
quires  such  a  finding,  that  divestment  of  the  companies 
of  the  street  railway  system  from  the  other  companies 
in  the  Philadelphia  Company  holding  company  system 
would  result  in  an  increase  in  the  operating  expenses  of 
a  street  railway  system  in  the  amount  of  approximately 
$98,000  per  year; 

(h)  in  holding  that,  in  applying  the  “other  busi¬ 
ness”  standards  of  Section  11(b)(1)  of  the  Act,  the  Com¬ 
mission  is  entitled  to  take  into  consideration  alleged 
countervailing  economies  even  though  the  nature,  exist¬ 
ence  and  extent  of  such  countervailing  economies  are 
not  supported  by  substantial  or  any  evidence; 

(i)  in  holding  that,  in  determining  the  retain- 
ability  of  non-utility  businesses,  the  Commission  can 
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take  into  consideration  factors  other  than  those  specifi¬ 
cally  mentioned  in  the  “other  business”  clauses  of  Sec¬ 
tion  11(b)  (1) ; 

(j)  in  finding  that  certain  testimony  and  exhibits 
of  Petitioners’  witness  Coffman  comparing  Duquesne 
and  Pittsburgh  Railways,  respectively,  with  other  com-  j 
panies  have  little  or  no  relevance  to  any  issues  in  this 
case,  and  in  finding  that  Petitioners  have  not  been 
prejudiced  by  the  trial  examiner’s  rulings  (later  over¬ 
ruled  by  the  Commission  in  the  Order  of  June  1,  1948) 
with  respect  to  said  testimony  and  exhibits ; 

(k)  in  finding  that  the  joint  use  of  the  General! 
Departments  of  the  companies  in  the  Philadelphia  Com¬ 
pany  system  to  perform  administrative  functions  does  j 
not  demonstrate  an  operating  relationship  between  the  j 
street  railway  system  and  the  electric  utility  system; 

(l)  in  finding  that  the  relationship  established  byj 
reason  of  the  consumption  of  electric  power  by  the  street 
railway  system  is  not  the  type  of  operating  or  func¬ 
tional  relationship  required  in  order  that  the  street  rail¬ 
way  system  should  be  retainable; 

(m)  in  finding  that  there  is  no  showing  that  the 
joint  use  of  certain  facilities  by  Duquesne  and  the  street 
railway  system  has  any  relationship  to  the  efficient  oper¬ 
ations  of  the  electric  utility  system,  and  in  holding  that 
such  joint  use  has  no  bearing  on  the  operations  of  the 
electric  utility  system,  being  merely  “another  incidental 
relationship”; 

(n)  in  finding  that  no  functional  relationship 
exists  between  the  operations  of  Pittsburgh  Railways 
and  those  of  Duquesne; 

(o)  in  finding  that  no  contention  is  made  that 
Pittsburgh  Railways  or  the  public  is  benefited  by  joint 
ownership  with  Duquesne,  aside  from  certain  economies 
in  operation  covered  by  the  Coffman,  Hartt  and  Stone 
studies; 
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(p)  in  finding  that  during  the  last  47  years  the 
entire  burden  of  supporting  Philadelphia  Company’s 
security  structure  has  fallen  on  the  electric  and  gas 
properties,  and  that  the  public  security  holders  of  Du- 
quesne  and  of  Philadelphia  Company  have  been  preju¬ 
diced  by  Philadelphia  Company’s  ownership  of  securi¬ 
ties  of  the  Pittsburgh  Railways  system; 

(q)  in  finding  that  the  methods  used  by  Coffman, 
Hartt  and  Stone  in  the  preparation  of  their  studies,  and 
the  inability  of  these  witnesses  to  explain  and  sustain 
their  estimates  of  loss  of  economies  to  the  street  railway 
system  entitle  their  studies  and  testimony  to  “very 
limited  probative  effect” ; 

(r)  in  finding  that  a  loss  of  economies  of  $98,000 
annually  to  the  Pittsburgh  Railways  system  as  a  result 
of  segregation  would  be  outweighed  by  benefits  inherent 
in  confining  the  attention  of  separate  managements  to 
the  problems  of  their  respective  businesses,  without  any 
evidence  to  support  such  finding  and  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  to  the  contrary; 

(s)  in  finding  that  the  continued  combination  of 
Pittsburgh  Railways  and  Duquesne  under  the  control 
of  Philadelphia  Company  is  a  heterogeneous  association 
of  properties  which  is  not  justified  by  an  annual  savings 
by  Pittsburgh  Railways  of  $98,000  effected  through 
such  continued  control; 

(t)  in  finding  that  Philadelphia  Company’s  control 
of  Pittsburgh  Railways  may  have  impeded  or  will  im¬ 
pede  the  natural  growth  of  motor  bus  service,  and  there 
may  have  been  or  will  be  overreaching  in  the  fixing  of 
the  rates  charged  Pittsburgh  Railways  for  power. 

6.  The  findings  (or  inferential  findings)  that  “pos¬ 
sibilities”  inherent  in  common  control  of  the  transpor¬ 
tation  system  and  of  the  other  companies  in  the  Phil- 
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adelphia  Company  system,  that  “consequent  potentiali¬ 
ties  for  substantial  detriment  to  investors,  consumers 
and  the  general  public,”  and  that  possible  future  over¬ 
reaching  as  between  the  companies,  outweigh  proven 
facts  showing  that  such  common  control  and  retention 
of  the  transportation  system  is  necessary  and  appro¬ 
priate  in  the  public  interest  and  for  the  protection  of 
investors  or  consumers  and  not  detrimental  to  the  proper 
functioning  of  the  public  utility  system  of  Duquesne, 
are  not  supported  by  any  evidence  and  are  in  disregard  ! 
of  substantial  and  uncontradicted  evidence  to  the  con¬ 
trary. 

D.  The  Philadelphia  Company  System  Is 
Not  the  Type  of  Holding  Company  Sys- 

i 

tem  Which  Congress  Intended  Should 
Be  Dismembered  Under  Section  11(b)(1) 
of  the  Act. 

1.  The  Commission  erred  in  failing  and  refusing 
to  find  that  the  Philadelphia  Company  holding  company 
system  is  not  the  type  of  holding  company  system  the 
dismemberment  of  which  is  contemplated  by  the  Act,  its 
utility  operations  being  almost  entirely  intrastate  and 
there  being  no  evidence  of  any  of  the  evils  which  the 
Act  was  intended  to  prevent.  i 

i 

I 

i 

E.  The  Commission  Erred  in  Directing  the 

i 

Liquidation  and  Dissolution  of  Phila¬ 
delphia  Company. 

1.  Neither  the  evidence  nor  the  law  supports  or 
warrants  the  finding  of  the  Commission  that  the  contin¬ 
ued  existence  of  Philadelphia  Company  would  constitute 
an  unnecessary  complexity  in  the  structure  of  the  Phila¬ 
delphia  Company  holding  company  system,  or  the  orde* 
of  the  Commission  directing  that  Philadelphia  Company 
shall  take  appropriate  steps  to  liquidate  and  dissolve. 

i 

i 
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2.  The  Order  of  June  1, 1948  directing  Philadelphia 
Company  to  dissolve  is  based  upon  the  Commission’s 
ruling  that  under  Section  11(b)  (1)  Philadelphia  Com¬ 
pany  cannot  retain  its  integrated  gas  public-utility  sys¬ 
tem,  the  street  railway  system  and  certain  other  non¬ 
utility  businesses.  This  ruling  is  erroneous,  and  there¬ 
fore  the  order  of  dissolution  and  liquidation  is  erroneous. 

3.  The  findings  that  Philadelphia  Company  has  pre¬ 
sented  no  substantial  reasons  why  it  should  continue  its 
corporate  existence  ( assuming  the  divestments  ordered 
by  the  Commission )  and  that  there  are  no  such  reasons, 
are  not  supported  by  substantial  evidence. 

4.  The  finding  that  substantial  savings  would  be 
effected  through  the  elimination  of  Philadelphia  Com¬ 
pany  after  consummating  the  divestments  ordered  by 
the  Commission  is  not  supported  by  substantial  evidence. 

5.  The  finding  that,  assuming  the  divestments  or¬ 
dered  by  the  Commission,  the  investment  and  financial 
services  thereafter  to  be  rendered  by  Philadelphia  Com¬ 
pany  to  its  subsidiaries  would  not  constitute  a  sufficient 
justification  for  continuation  of  Philadelphia  Company, 
is  not  supported  by  substantial  evidence. 

6.  The  finding  that  the  continued  existence  of 
Philadelphia  Company,  assuming  the  divestments  or¬ 
dered  by  the  Commission,  would  constitute  an  unneces¬ 
sary  complexity  in  the  structure  of  the  Philadelphia 
Company  holding  company  system  is  not  supported  by 
substantial  evidence. 

7.  The  finding  that  if  the  divestments  ordered  by 
the  Commission  do  not  take  place  the  Philadelphia  Com¬ 
pany  holding  company  system  contains  numerous  undue 
and  unnecessary  complexities  which  would  require  sub¬ 
stantial  steps  to  be  taken  to  achieve  compliance  with 
Section  11(b)  (2)  is  not  supported  by  substantial  evi¬ 
dence. 
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8.  The  findings  that,  to  provide  funds  for  Phila-  i 

delphia  Company  to  meet  its  interest  and  dividend! 
payments,  it  has  been  necessary  for  Philadelphia  Com¬ 
pany  to  call  upon  Duquesne  to  pay  up  to  it  as  common! 
stock  dividends  “an  inordinately  high  percentage  ofi 
Duquesne’s  net  income,”  and  that  Duquesne’s  dividend 
policies  have  been  unsound,  are  not  supported  by  sub¬ 
stantial  evidence.  ! 

9.  The  findings  that  there  is  an  “intricate  ar¬ 
rangement  of  guarantees  by  Philadelphia  Company  of 
securities,  leases  and  operating  agreements  of  the  comt 
panies  in  the  Pittsburgh  Railways  System,”  and  that 
such  an  “arrangement”  constitutes  an  undue  and  un¬ 
necessary  complexity  in  the  Philadelphia  Company  sys^ 
tern,  are  not  supported  by  substantial  evidence. 

10.  The  Commission  erred  in  holding  that  Philar 
delphia  Company’s  historic  relationship  with  its  subsidi¬ 
aries  and  the  part  it  has  played  in  their  development  are 
of  no  significance  on  the  question  of  the  continued  exis¬ 
tence  of  Philadelphia  Company  and  are  no  justification 
for  such  continued  existence. 

i 

F.  The  Commission  Erred  in  Its  Rulings  j 
With  Reference  to  Petitioners’  Section 
11(e)  Plan. 

i 

1.  The  Commission  erred  in  holding  that  Peti¬ 
tioners’  Section  11(e)  plan  would  not  constitute  or 
accomplish  full  compliance  with  the  requirements  of 
Section  11(b),  even  if  fully  consummated. 

2.  The  Commission  erred  in  holding  that  Petition¬ 

ers’  Section  11(e)  plan  is  incomplete,  inadequate  and 
unlikely  to  satisfy  the  standards  of  Section  11(b),  that 
it  is  only  a  “purported  plan,”  and  that  it  is  not  a  Sec¬ 
tion  11(e)  plan  at  all.  j 


I 
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3.  The  Commission  erred  in  failing  and  refusing 
to  find  that  after  consummation  of  the  plan  submitted 
by  Petitioners  under  Section  11(e)  of  the  Act,  the 
Philadelphia  Company  holding  company  system  will 
conform  in  every  respect  with  the  requirements  of  Sec¬ 
tion  11(b)  of  the  Act. 

4.  The  Commission’s  ruling  that  Petitioners’  Sec¬ 
tion  11(e)  plan  does  not  provide  for  compliance  with 
Section  11(b)  of  the  Act  is  based  almost  entirely  on 
the  erroneous  ruling  that  Philadelphia  Company  must 
dispose  of  its  integrated  gas  public-utility  system,  the 
street  railway  system  and  certain  other  non-utility 
businesses.  Since  the  latter  ruling  is  erroneous,  there¬ 
fore  the  Commission’s  ruling  as  to  the  Section  11(e) 
plan  is  erroneous. 

G.  Additional  Errors  of  the  Commission; 

Denial  of  Due  Process. 

1.  The  Order  of  June  1,  1948,  should  be  set  aside 
in  its  entirety  for  the  reason  that  it  is  based  in  large 
part  upon  findings  which  are  not  supported  in  any  way 
by  any  evidence  in  the  record.  In  addition  to  findings 
of  this  character  heretofore  noted  in  this  Division  V  of 
this  Petition,  Petitioners  refer  to  the  following,  inter 
alia: 


(a)  That  “it  is  manifestly  to  the  advantage  of 
both  the  electric  and  gas  businesses  that  independent 
managements  for  each  be  allowed  to  devote  their  entire 
energies  to  their  respective  companies”; 

(b)  That  “it  is  manifestly  to  the  advantage  of 
both  the  electric  and  gas  businesses  . .  .  that  such  busi¬ 
nesses  not  continue  to  have  their  operations  supervised 
by  common  management  which  is  also  conducting  an¬ 
other  business  in  the  same  area  which,  at  the  very  least, 
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must  be  viewed  as  a  potential  if  not  an  actual  com¬ 
petitor”; 

(c)  That  “if  .  .  .  some  increase  in  personnel  costs 
would  be  incurred  on  segregation,  it  is  not  unlikely  that 
these  costs  would  be  offset  by  the  greater  productivity 
which  should  result  from  the  additional  personnel  and 
from  the  concentration  of  the  energies  of  all  personnel 
on  the  single  system  to  which  they  will  then  be  assigned 
and  to  which  they  will  owe  undivided  allegiance”; 

(d)  That  the  conjectural  “advantages”  enumer¬ 
ated  in  ( a ) ,  ( b )  and  ( c ) ,  which  the  Commission  itself 
describes  as  “frequently  subtle  in  nature  and  incapable 
of  exact  measurement,”  must  be  considered  in  arriving 
at  the  composite  estimate  of  whether  the  net  economies 
which  may  be  lost  on  segregation  can  properly  be  deemed 
“substantial” ; 

(e)  That  “countervailing  benefits  obtaining  on 
segregation,”  as  to  the  existence  of  which  the  record 
provides  no  factual  basis,  should  be  considered; 

(f)  That  “it  would  appear  that  the  incentive  to 
effecting  such  modifications  [i.e.,  in  the  administrative 
organization  of  the  Philadelphia  Company  holding  com¬ 
pany  system]  and  the  resulting  overall  efficiencies  would 
be  much  greater  on  segregation” ; 

(g)  That,  in  computing  an  increase  in  annual 
operating  expenses  resulting  from  segregation,  an  “ad¬ 
justment  for  tax  savings”  in  a  specific  amount  should 
be  made  without  any  evidence  as  to  the  amount  of  such 
adjustment; 

(h)  That  “that  characteristic  [i.e.,  an  operating 
and  functional  relationship  of  the  type  shown  to  exist 
between  the  electric  utility  and  the  street  railways 
business  of  the  Philadelphia  Company  holding  company 
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system]  can  also  be  established  with  respect  to  almost 
any  industry  and,  if  permitted  to  form  the  basis  for 
retainability,  would  enable  electric  utility  systems  to 
engage  in  any  and  every  sort  of  activity  .  .  . 

(i)  That  “it  is  also  clear  that  joint  use  of  these 
facilities  [i.e.,  the  facilities  of  the  electric  utility  and 
street  railways  business  of  the  Philadelphia  Company 
holding  company  system]  can  be  undertaken  separately 
or  by  contract  arrangement  with  like  efficiency”; 

( j )  That  “the  joint  use  of  transmission  and  trans¬ 
former  equipment  is  common  practice  in  cities  where 
the  street  railways  system  is  independent  of  the  elec¬ 
tric  system”; 

(k)  That  “while  we  [i.e.,  the  Commission]  can¬ 
not  ascertain  the  exact  dollar  amount  of  savings  which 
would  accrue  to  security  holders  through  elimination 
of  Philadelphia  Company,  it  is  clear  that  substantial 
savings  would  be  effected”; 

(l)  That  the  size  of  the  integrated  gas  utility 
system  of  Philadelphia  Company  “exceeds  that  of  nu¬ 
merous  companies  which  have  demonstrated  conclu¬ 
sively  their  ability  to  operate  effectively  free  from 
holding  company  control.” 

2.  The  Commission  erred  in  indulging  in  the  non- 
sequiturs  that  a  study  of  economies  which  would  be 
lost  on  segregation  must  include  consideration  of  econ¬ 
omies  which  might  be  achieved  as  well  without  as  with 
segregation,  and  that  factors  which  would  not  be  af¬ 
fected  by  segregation  must  be  considered  in  determining 
the  effects  of  segregation. 

3.  The  Commission  erred  in  holding  that  Petition¬ 
ers’  comparative  studies  of  other  electric,  gas,  and 
transportation  properties  “shed  no  light”  on  the  exist- 
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ence  or  non-existence  of  countervailing  economies  which 
might  result  from  segregation  of  the  companies  in  the 
Philadelphia  Company  holding  company  system. 

| 

4.  Petitioners  and  their  respective  security  holders 
are  deprived  of  liberty  and  property  without  due  proc¬ 
ess  of  law  in  violation  of  the  Fifth  Amendment  to  the  I 
Constitution  of  the  United  States  of  America,  by  reason  j 
of  the  Commission’s  actions 

| 

(a)  in  making  the  findings  referred  to  in  para-  j 

graph  1  of  this  subdivision  G  and  in  other  portions  of 
Division  V  of  this  Petition,  which  are  not  supported  j 
by  any  evidence  in  the  record;  j 

(b)  in  making  the  findings  hereinbefore  referred 

to  in  Division  V  of  this  Petition  which  are  not  supported 
by  substantial  evidence  or  which  are  in  disregard  of 
substantial  and  uncontradicted  evidence  to  the  con¬ 
trary;  | 

i 

(c)  in  failing  and  refusing  to  make  the  findings 
hereinbefore  referred  to  in  Division  V  of  this  Petition 
which  are  supported  by  substantial  and  uncontradicted 
evidence; 

(d)  in  acting  as  stated  in  paragraphs  2  and  3  of 
this  subdivision  G. 

I 

5.  Petitioners  and  their  security  holders  were,  in 
the  following  respects,  denied  a  fair  hearing  and  were 
deprived  of  liberty  and  property  without  due  process 
of  law  in  violation  of  the  Fifth  Amendment  to  the  Con¬ 
stitution  of  the  United  States  of  America: 

(a)  The  trial  examiner  erred  in  striking  from  the 
record  comparative  studies  offered  by  Petitioners  bn 
the  question  of  substantial  economies.  The  Commissibn 
sought  to  cure  this  error  by  overruling  the  trial  ex¬ 
aminer,  but  it  proceeded  to  hold  that  the  evidence  was 
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not  of  sufficient  weight  to  change  the  decision.  This 
procedure  denied  Petitioners  the  opportunity  to  develop 
by  testimony  the  relevance,  significance  and  importance 
of  these  studies  and  the  conclusions  to  be  drawn  there¬ 
from; 

(b)  The  trial  examiner  erred  in  refusing  Petition¬ 
ers’  witness  Coffman  the  opportunity  to  investigate  and 
answer  the  questions  which  he  was  unable  to  answer  on 
cross-examination,  and  the  Commission  erred  in  sustain¬ 
ing  this  ruling  of  the  trial  examiner.  The  Commission’s 
conclusion  that  Coffman’s  direct  testimony  was  not 
credible  was  based  primarily  on  his  failure  or  inability 
to  answer  certain  questions  asked  on  his  cross-exami¬ 
nation.  The  proffered  evidence  would  have  completely 
answered  every  question  left  unanswered  on  cross-ex¬ 
amination  and  would  have  confirmed  the  reliability  and 
accuracy  of  Coffman’s  judgments  and  opinions  as  ex¬ 
pressed  on  direct  examination.  Therefore,  the  Commis¬ 
sion’s  holding  that  the  trial  examiner’s  ruling  did  not 
prejudice  Petitioners  was  erroneous; 

(c)  The  Commission  erred  in  its  Order  of  June  30, 
1948,  in  denying  leave  to  Petitioners  to  adduce  the  prof¬ 
fered  evidence  mentioned  in  point  (b)  of  this  Paragraph 
5,  for  the  reasons  stated  in  said  Paragraph  5; 

(d)  The  Commission  erred  in  failing  to  rule  spe¬ 
cifically  on  each  of  the  Requested  Findings  of  Fact  sub¬ 
mitted  by  Petitioners.  Each  of  said  Requested  Findings 
of  Fact  is  supported  by  substantial  evidence  in  the 
record,  and  said  Requested  Findings  of  Fact,  if  affirma¬ 
tively  found,  would  compel  a  conclusion  that  the  Phila¬ 
delphia  Company  holding  company  system  presently 
complies  with  the  standards  of  both  Section  11(b)  (1) 
and  Section  11(b)(2)  of  the  Act; 
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(e)  Such  of  the  Commission’s  Findings  of  Fact  as 
affirm  portions  of  the  Requested  Findings  of  Fact  sub- ! 
mitted  by  Petitioners,  are  inadequate  and  incomplete  in 
that  they  fail  to  give  the  complete  facts  as  stated  in 
Petitioners’  Requested  Findings  of  Fact  in  many  impor¬ 
tant  and  significant  respects; 

(f)  From  December  5,  1946  until  October  9,  1947, 
the  Commission  harassed  the  Petitioners  in  every  possi¬ 
ble  way,  the  conduct  of  the  Commission  and  of  its  staff 
manifesting  a  clear  intent  to  require  Petitioners  to  close 
their  case  at  the  earliest  possible  moment,  and  to  prevent 
Petitioners  from  presenting  the  actual  facts  in  the  pres¬ 
ent  case  and  from  presenting  an  accurate  and  compre¬ 
hensive  study  on  the  subject  of  loss  of  substantial 
economies. 

6.  The  Order  of  June  1,  1948,  should  be  set  aside 
because  the  proceedings  upon  which  it  was  based  did 
not  comply  with  the  requirements  of  the  Administrative 
Procedure  Act1  in  the  following  respects: 

(a)  Section  7(c)  of  the  Administrative  Procedure 
Act  requires  that  in  this  proceeding  the  Commission,  as 
the  proponent  of  the  Order  of  June  1,  1948,  shall  have 
the  burden  of  proof.  The  Commission  introduced  no  evi¬ 
dence  on  the  question  of  economies,  and  therefore  faile4 
to  sustain  its  burden  of  proof.  In  direct  violation  of  the 
statutory  requirement  the  Commission  held  that  the 
burden  of  proof  was  upon  Petitioners  and  that  Peti¬ 
tioners  did  not  sustain  such  burden  of  proof. 

(b)  Section  8(b)  of  the  Administrative  Procedure 
Act  requires  that  the  record  shall  show  the  ruling  upon 
each  Finding  of  Fact  and  Conclusion  proposed  by  Peti¬ 
tioners.  In  direct  violation  of  this  statutory  require- 

1Act  of  June  11,  1946,  c.  324,  60  Stat.  237 ;  U.S.C.  Title  5, 

§  1001  et  seq. 
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ment,  the  Commission  refused  to  make  specific  rulings 
on  the  Requested  Findings  of  Fact  requested  by  Peti¬ 
tioners. 

7.  That  part  of  the  Order  of  June  1,  1948,  which 
provides  that  said  Order  shall  be  effective  immediately 
upon  its  issuance  is  erroneous  because  based  upon  the 
finding,  without  substantial  evidence  in  support  thereof, 
that  good  cause  exists  for  making  said  Order  effective 
immediately  upon  issuance. 

8.  That  part  of  the  Order  of  June  1,  1948,  which 
directs  Standard  Gas  and  Electric  Company  to  cause 
Philadelphia  Company  to  take  action  as  stated  in  said 
Order  is  based  upon  the  Commission’s  ruling  that  Phila¬ 
delphia  Company  should  take  such  action.  This  ruling 
is  erroneous  for  the  reasons  hereinbefore  set  out  in  this 
Division  V,  and  therefore  the  Order  of  the  Commission 
directing  Standard  Gas  and  Electric  Company  to  cause 
Philadelphia  Company  to  take  such  action  is  also  erron¬ 
eous. 


9.  The  Commission  erred  in  failing  and  refusing  to 
find,  in  disregard  of  substantial  and  uncontradicted  evi¬ 
dence,  that  the  continued  combination  of  the  gas  and 
electric  utility  systems  under  the  control  of  Philadel¬ 
phia  Company  meets  the  standards  of  Clause  (C)  of 
Section  11(b)(1)  of  the  Act  in  that  the  continued  com¬ 
bination  of  such  systems  under  the  control  of  Phila¬ 
delphia  Company  is  not  so  large  (considering  the  state 
of  the  art  and  the  area  or  region  affected)  as  to  impair 
the  advantages  of  localized  management,  efficient  oper¬ 
ation,  or  the  effectiveness  of  regulation. 
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•  •  i 

Wherefore,  your  Petitioners  pray  that  the  relief 
requested  in  Division  IV  of  this  Petition  be  granted. 

Dated:  July  26,  1948. 

*  i 

(Signatures  are  omitted.  Exhibits  A,  B,  C,  and  D 
are  here  omitted  to  avoid  duplication,  said  exhibits  ber 
ing  printed  in  this  Joint  Appendix  at  the  pages  desig¬ 
nated  below: 

Exhibit  A — page  2673a  j 

Exhibit  B — page  2782a 
Exhibit  C — page  2785a 
Exhibit  D — page  2822a 
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EXHIBIT  E 

Sections  11(b)  and  11(e)  of  the 
Public  Utility  Holding  Company  Act  of  1935 

(b)  Limitations  on  operations  of  holding-company 
systems.  It  shall  be  the  duty  of  the  Commission,  as 
soon  as  practicable  after  January  1,  1938: 

(1)  To  require  by  order,  after  notice  and  oppor¬ 
tunity  for  hearing,  that  each  registered  holding  com¬ 
pany,  and  each  subsidiary  company  thereof  shall  take 
such  action  as  the  Commission  shall  find  necessary  to 
limit  the  operations  of  the  holding  company  system 
of  which  such  company  is  part  to  a  single  integrated 
public-utility  system,  and  to  such  other  businesses  as 
are  reasonably  incidental,  or  economically  necessary 
or  appropriate  to  the  operations  of  such  integrated 
public-utility  system :  Provided,  however,  That  the 
Commission  shall  permit  a  registered  holding  company 
to  continue  to  control  one  or  more  additional  integrated 
public-utility  systems,  if  after  notice  and  opportunity 
for  hearing,  it  finds  that — 

(A)  Each  of  such  additional  systems  cannot  be 
operated  as  an  independent  system  without  the  loss  of 
substantial  economies  which  can  be  secured  by  the 
retention  of  control  by  such  holding  company  of  such 
system; 

(B)  All  of  such  additional  systems  are  located  in 
one  State,  or  in  adjoining  States,  or  in  a  contiguous 
foreign  country;  and 

(C)  The  continued  combination  of  such  systems 
under  the  control  of  such  holding  company  is  not  so 
large  (considering  the  state  of  the  art  and  the  area  or 
region  affected)  as  to  impair  the  advantages  of  local¬ 
ized  management,  efficient  operation,  or  the  effective¬ 
ness  of  regulation. 
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The  Commission  may  permit  as  reasonably  inci-| 
dental,  or  economically  necessary  or  appropriate  to  the 
operations  of  one  or  more  integrated  public-utility 
systems  the  retention  of  an  interest  in  any  business 
( other  than  the  business  of  a  public-utility  company  as 
such)  which  the  Commission  shall  find  necessary  or 
appropriate  in  the  public  interest  or  for  the  protection 
of  investors  or  consumers  and  not  detrimental  to  the 
proper  functioning  of  such  system  or  systems. 

(2)  To  require  by  order,  after  notice  and  oppor¬ 
tunity  for  hearing,  that  each  registered  holding  com4 
pany,  and  each  subsidiary  company  thereof,  shall  take 
such  steps  as  the  Commission  shall  find  necessary  to 
ensure  that  the  corporate  structure  or  continued  ex¬ 
istence  of  any  company  in  the  holding-company  system 
does  not  unduly  or  unnecessarily  complicate  the  struc¬ 
ture,  or  unfairly  or  inequitably  distribute  voting  power 
among  security  holders,  of  such  holding-company 
system.  In  carrying  out  the  provisions  of  this  para¬ 
graph  the  Commission  shall  require  each  registered 
holding  company  ( and  any  company  in  the  same 
holding-company  system  with  such  holding  company) 
to  take  such  action  as  the  Commission  shall  find  neces- 

j 

sary  in  order  that  such  holding  company  shall  cease 
to  be  a  holding  company  with  respect  to  each  of  its 
subsidiary  companies  which  itself  has  a  subsidiary 
company  which  is  a  holding  company.  Except  for  the 
purpose  of  fairly  and  equitably  distributing  voting 
power  among  the  security  holders  of  such  company 
which  is  a  holding  company,  nothing  in  this  paragraph 
shall  authorize  the  Commission  to  require  any  change 
in  the  corporate  structure  or  existence  of  any  company 
which  is  not  a  holding  company,  or  of  any  company 
whose  principal  business  is  that  of  a  public-utility 
company. 


2872a 


Exhibit  E  to  Petition  to  Review. 


The  Commission  may  by  order  revoke  or  modify 
any  order  previously  made  under  this  subsection,  if, 
after  notice  and  opportunity  for  hearing,  it  finds  that 
the  conditions  upon  which  the  order  was  predicated 
do  not  exist.  Any  order  made  under  this  subsection 
shall  be  subject  to  judicial  review  as  provided  in  section 
24  [§  79x  of  this  title]. 


(e)  Submission  by  company  of  plan  for  simplifi¬ 
cation;  court  enforcement  of  order  of  approval;  appoint¬ 
ment  of  trustee. — In  accordance  with  such  rules  and 
regulations  or  order  as  the  Commission  may  deem 
necessary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors  or  consumers,  any  registered 
holding  company  or  any  subsidiary  company  of  a 
registered  holding  company  may  at  any  time  after  Jan¬ 
uary  1,  1936,  submit  a  plan  to  the  Commission  for  the 
divestment  of  control,  securities,  or  other  assets,  or  for 
other  action  by  such  company  or  any  subsidiary  company 
thereof  for  the  purpose  of  enabling  such  company  or  any 
subsidiary  company  thereof  to  comply  with  the  provi¬ 
sions  of  subsection  (b).  If,  after  notice  and  opportunity 
for  hearing,  the  Commission  shall  find  such  plan,  as  sub¬ 
mitted  or  as  modified,  necessary  to  effectuate  the  provi¬ 
sions  of  subsection  (b)  and  fair  and  equitable  to  the  per¬ 
sons  affected  by  such  plan,  the  Commission  shall  make 
an  order  approving  such  plan;  and  the  Commission,  at 
the  request  of  the  company,  may  apply  to  a  court.  In  ac¬ 
cordance  with  the  provisions  of  subsection  (f)  of  sec¬ 
tion  18  [§  79r  of  this  title],  to  enforce  and  carry  out 
the  terms  and  provisions  of  such  plan.  If  upon  any  such 
application,  the  court,  after  notice  and  opportunity  for 
hearing,  shall  approve  such  plan  as  fair  and  equitable 


) 
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and  as  appropriate  to  effectuate  the  provisions  of  sec¬ 
tion  11  [this  section] ,  the  court  as  a  court  of  equity  j 
may,  to  such  extent  as  it  deems  necessary  for  the  pur-  j 
pose  of  carrying  out  the  terms  and  provisions  of  such  j 
plan,  take  exclusive  jurisdiction  and  possession  of  the 
company  or  companies  and  the  assets  thereof,  wherever 
located;  and  the  court  shall  have  jurisdiction  to  appoint 
a  trustee,  and  the  court  may  constitute  and  appoint  the 
Commission  as  sole  trustee,  to  hold  or  administer,  un¬ 
der  the  direction  of  the  court  and  in  accordance  with 
the  plan  theretofore  approved  by  the  court  and  the 
Commission,  the  assets  so  possessed. 
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PETITION  TO  REVIEW  AND  TO  SET  ASIDE  ORDERS 
OF  THE  SECURITIES  AND  EXCHANGE  COM¬ 
MISSION  ENTERED  ON  JUNE  1,  1948, 

AND  JUNE  30, 1948. 


[Filed  with  the  Court  July  26,  1948] 
(Appearances  and  index  omitted) 


IN  THE  UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA 


STANDARD  GAS  AND  ELECTRIC 
COMPANY, 

Petitioner. 

v. 


SECURITIES  AND  EXCHANGE 
COMMISSION, 

Respondent 


SNo.  9962 


LIST  OF  DEFINED  TERMS 

1.  The  Act — The  Public  Utility  Holding  Company  Act 

of  1935 

2.  Cheswick  and  Harmar  —  Cheswick  and  Harmar 

Railroad  Company 

3.  Commission — Securities  and  Exchange  Commission 

4.  Consolidated  Gas — The  Consolidated  Gas  Company 

of  the  City  of  Pittsburgh 

5.  Duquesne — Duquesne  Light  Company 

6.  Equitable  Auto — Equitable  Auto  Company 

7.  Equitable  Gas — Equitable  Gas  Company 
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8.  Equitable  Real  Estate  —  Equitable  Real  Estate 

Company 

9.  Finleyville — Finleyville  Oil  and  Gas  Company. 

10.  Kentucky- West  Virginia — Kentucky  West  Virginia  j 

Gas  Company 

11.  Motor  Coach — Pittsburgh  Motor  Coach  Company  j 

12.  The  Order  of  June  1,  1948 — the  order  of  the  Com¬ 

mission  entered  on  June  1,  1948,  here  un-  i 

i 

der  review 

13.  The  Order  of  June  30,  1948 — the  order  of  the  Com-  j 

mission  entered  on  June  30,  1948,  here  un-  j 
der  review 

i 

14.  The  “other  business”  standards — The  last  clause  of 

Section  11(b)  (1)  preceding  the  additional! 
system  proviso,  and  the  last  sentence  of 
Section  11(b)  (1) 

i 

15.  Petitioner — Standard  Gas  and  Electric  Company 

16.  Philadelphia  Company  group  —  Philadelphia  Com-! 

pany,  Duquesne  Light  Company,  Equitable 
Gas  Company,  Pittsburgh  and  West  Vir¬ 
ginia  Gas  Company,  Kentucky  West  Vir¬ 
ginia  Gas  Company,  Allegheny  County 
Steam  Heating  Company,  Cheswick  and 
Harmar  Railroad  Company,  The  Consoli¬ 
dated  Gas  Company  of  the  City  of  Pitts¬ 
burgh,  Equitable  Auto  Company,  Equi-j 
table  Real  Estate  Company,  Equitable 
Sales  Company,  Finleyville  Oil  and  Gas 
Company,  and  Philadelphia  Oil  Company. 

17.  Philadelphia  Oil — Philadelphia  Oil  Company  j 

18.  Pittsburgh  Railways  —  Pittsburgh  Railways  Com¬ 

pany  j 
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19.  Pittsburgh  and  West  Virginia  —  Pittsburgh  and 

West  Virginia  Gas  Company 

20.  “The  proviso”  or  “the  additional  system  proviso” — 

The  provisions  contained  in  Section  11(b) 
(1)  of  the  Act  which  include  the  A,  B  and 
C  standards  and  provide  for  the  retention 
of  additional  systems 

21.  Section  11(e)  Plan  — The  Plan  with  amendments 

thereto  pursuant  to  Section  11(e)  of  the 
Act,  proposed  by  Philadelphia  Company, 
et  al. 

22.  Steam  Heating — Allegheny  County  Steam  Heating 

Company 


PETITION 

To  the  Honorable,  the  Judges  of 
the  United  States  of  Appeals 
for  the  District  of  Columbia  : 

Standard  Gas  and  Electric  Company,  Petitioner,  re¬ 
spectfully  represents : 

L  The  Parties  to  This  Proceeding. 

1.  Standard  Gas  and  Electric  Company  is  a  Dela¬ 
ware  corporation  with  its  principal  place  of  business  at 
231  South  LaSalle  Street,  Chicago,  Illinois.  It  is  the 
owner  of  5,024,790  shares  of  common  stock,  without  par 
value,  of  Philadelphia  Company,  constituting  96.78%  of 
the  voting  control  of  that  company,  and  it  is  duly  regis¬ 
tered  as  a  holding  company  under  the  provisions  of  Sec¬ 
tion  5  of  the  Public  Utility  Holding  Company  Act  of 
1935. 1  Philadelphia  Company  is  a  Pennsylvania  corpora- 


iAct  of  August  26,  1935,  c.  687,  Title  I;  49  Stat.  80S; 
U.S.C.  Title  15,  §79  et  seq. 
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tion  with  its  principal  place  of  business  at  435  Sixth 
Avenue,  Pittsburgh,  Pennsylvania.  Philadelphia  Com¬ 
pany  is  primarily  a  holding  company!  and  it  is  duly  reg¬ 
istered  as  a  holding  company  under  the  provisions  of 
Section  5  of  the  Act. 

2.  The  holding  company  system  of  Philadelphia 
Company,  as  presently  constituted,  consists  of  an  elec-  ! 
trie  public  utility  business,  a  gas  public  utility  business,  j 
and  a  street  railways  and  bus  business,  together  with 
certain  auxiliary  businesses.  The  following  is  a  con¬ 
densed  description  of  the  various  companies  conducting  j 
these  businesses : 

i 

Electric  Group: 

Duquesne  is  an  “electric  utility  company”  as  j 
that  term  is  defined  in  the  Act;  it  generates,  trans¬ 
mits  and  distributes  electric  energy  for  light,  heat 
and  power  in  and  around  the  City  of  Pittsburgh, 
entirely  in  Southwestern  Pennsylvania ; 

Steam  Heating  furnishes  steam  heating  service 

in  the  business  section  of  Pittsburgh.  One  of  Du-  j 

quesne’s  steam  generating  plants  is  physically  con-  j 

nected  with  the  largest  of  Steam  Heating’s  plants,  | 

and  exhausts  steam  to  the  steam  heating  system.  | 

Steam  Heating’s  operations  have  enabled  Duquesne  j 

to  secure  certain  large  customers  who  theretofore  i 

had  operated  their  own  steam  heating  plants  and! 

had  utilized  the  electricity  generated  as  a  by-| 

product; 

— 

J0n  June  1,  1948,  Philadelphia  Company  was  also  a  “gas 
utility  company”  as  that  term  is  defined  in  the  Act  by  reason 
of  its  ownership  of  certain  natural  gas  distribution  facilities 
which  were  under  lease  to  and  operated  by  Equitable  Gas. 
This  ownership  and  lease  will  probably  have  ceased  by  the 
time  this  Petition  is  filed,  with  the  result  that  Philadelphia 
Company  will  then  have  ceased  to  be  a  gas  utility  company: 
see  note  1  on  page  12  hereof. 
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Cheswick  and  Harmar  operates  a  steam  rail¬ 
road  extending  for  1%  miles  and  is  engaged  almost 
exclusively  in  transporting  Duquesne’s  coal  from 
one  of  its  coal  mines  to  one  of  its  power  plants ; 

Gas  Group: 

Equitable  Gas 1  is  a  “gas  utility  company”  as 
that  term  is  defined  in  the  Act;  it  is  engaged  pri¬ 
marily  in  distributing  natural  gas  at  retail  in  and 
around  Pittsburgh,  entirely  in  Southwestern  Penn¬ 
sylvania;  it  purchases  most  of  its  gas  from  Pitts¬ 
burgh  and  West  Virginia; 

Pittsburgh  and  West  Virginia,  while  technically 
a  “gas  utility  company”  as  that  term  is  defined  in 
the  Act,  is  primarily  a  gas  transmission  company, 
supplying  Equitable  Gas  with  natural  gas ;  its  opera¬ 
tions  are  confined  to  the  State  of  West  Virginia  and 
it  purchases  most  of  its  gas  supply  from  Kentucky- 
West  Virginia ; 

Kentucky-West  Virginia  is  primarily  a  gas  pro¬ 
duction  company,  selling  most  of  its  gas  to  Pitts¬ 
burgh  and  West  Virginia;  its  operations  are  con¬ 
fined  to  the  Eastern  part  of  Kentucky; 

FinleyviRe 2  produces  a  small  amount  of  gas  in 
Southwestern  Pennsylvania;  it  sells  all  its  gas  to 
Equitable  Gas; 

1For  Philadelphia  Company’s  status  as  a  gas  utility  com¬ 
pany,  see  note  1  on  page  12  hereof. 

2The  transfer  of  all  of  Finleyville’s  assets  to  Equitable 
Gas  and  the  subsequent  dissolution  of  Finleyville  are  in  con¬ 
templation  and  such  transfer  may  be  consummated  by  the 
time  this  Petition  is  filed.  The  transactions  were  authorized 
by  the  Commission  by  an  order  entered  on  June  30,  1948 
(Public  Utility  Holding  Company  Act  Release  No.  8326). 
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Philadelphia  Oil  is  engaged  in  the  production  ; 
and  sale  of  oil;  it  takes  over  and  operates  any  oil 
wells  discovered  by  Equitable  Gas  and  Pittsburgh 
and  West  Virginia;  j 

Transportation  Group:  j 

Pittsburgh  Railways ,  prior  to  the  reorganiza-  j 
tion  proceedings  mentioned  in  the  footnote,1  operat-  j 
ed  an  electric  street  railway  system  in  the  City  of  j 
Pittsburgh  and  environs,  deriving  its  electric  power  j 
from  Duquesne  under  a  rate  approved  in  1913  by  a  j 
bi-partisan  board,  renting  many  of  its  substations  j 
and  a  substantial  amount  of  substation  equipment ! 
from  Duquesne,  and  having  many  other  close  rela-  j 
tionships  with  Duquesne; 

Motor  Coach ,  prior  to  the  reorganization  pro-  j 
ceedings  referred  to  above,  operated  a  motor  bus| 
system  in  the  same  area  supplementing  the  Pitts-, 
burgh  Railways  system; 

Auxiliary  Companies: 

Equitable  Auto  owns  certain  automotive  equip¬ 
ment  which  it  leases  to  the  various  companies  in  the 
Philadelphia  Company  system  and  to  the  Trustees 
of  Pittsburgh  Railways  and  Motor  Coach;  it  also 
maintains,  repairs,  and  to  some  extent  supervises 
the  use  of,  automotive  equipment  for  those  com¬ 
panies  and  said  Trustees ; 

_____ 

' 

xThe  Pittsburgh  Railways  system  is  comprised  of  the 
properties  of  Pittsburgh  Railways  and  the  properties  of  53 
so-called  underlier  companies  operated  by  Pittsburgh  Railways 
by  virtue  of  operating  agreements,  leases,  conveyances,  as¬ 
signments  and  stock  ownership.  The  properties  of  the  Pitts¬ 
burgh  Railways  system,  including  those  of  Motor  Coach,  are 
operated  by  Trustees  of  Pittsburgh  Railways  and  Motor 
Coach  appointed  in  the  course  of  reorganization  proceedings 
under  Section  77B  and  Chapter  X  of  the  Bankruptcy  Act. 
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Equitable  Real  Estate  owns  various  real  prop¬ 
erties  which  are  maintained  singly  or  jointly  for 
the  use  of  the  various  companies  in  the  Philadel¬ 
phia  Company  system. 

Equitable  Sales  was  engaged  in  appliance  sales  but 
is  now  in  the  process  of  liquidation.  Consolidated  Gas 
was  formerly  engaged  in  manufacturing  gas  but  is  now 
inactive. 

Philadelphia  Company  owns  directly  or  indirectly 
securities  of  the  above  named  companies  in  the  system 
with  the  following  percentages  of  voting  control: 

Per  Cent  of 


Name  of  Company  Voting  Control 

Duquesne  Light  Company .  100% 

Allegheny  County  Steam  Heating 

Company  .  100% 

Pittsburgh  and  West  Virginia  Gas  Corn- 

Company1  .  100% 

Equitable  Gas  Company1 .  100% 

Philadelphia  Oil  Company .  100% 

Finleyville  Oil  and  Gas  Company1 .  100% 

Kentucky  West  Virginia  Gas  Company..  60% 

The  Consolidated  Gas  Company  of  the 

City  of  Pittsburgh  ( inactive ) .  71.17  % 

Cheswick  and  Harmar  Railroad  Com¬ 
pany  .  100% 

Equitable  Auto  Company . 100% 

Equitable  Real  Estate  Company .  100% 

Equitable  Sales  Company  (inactive)....  100% 


1  Certain  changes  in  the  corporate  relationships  of  this 
'Company  are  in  contemplation  and  may  be  consummated  by 
the  time  this  Petition  is  filed;  see  note  1  on  page  12  hereof, 
and  note  2  on  page  3  hereof. 
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Philadelphia  Company  also  owns  all  the  stock  of  Pitts¬ 
burgh  Railways.  Of  the  53  so-called  underlier  companies 
in  the  Pittsburgh  Railways  system,  41  are  subsidiaries 
of  Philadelphia  Company  either  directly  or  indirectly. 
Motor  Coach  is  a  wholly-owned  subsidiary  of  Pittsburgh 
Railways. 

3.  The  Respondent,  Securities  and  Exchange  Com¬ 
mission  (hereinafter  called  the  “Commission” ) ,  was 
established  under  Section  4  of  the  Securities  Exchange 
Act  of  1934,  and  is  given  certain  powers  and  duties  un¬ 
der  the  terms  of  the  Act. 

n.  The  Nature  of  the  Proceedings  as  to  Which  ! 

Review  Is  Sought. 

4.  In  1940  the  Commission  instituted  proceedings 

(File  No.  59-9)  under  Section  11(b)(1)  of  the  Act 
against  Standard  Power  and  Light  Corporation,  Stand¬ 
ard  Gas  and  Electric  Company  (a  subsidiary  of  Stand¬ 
ard  Power)  (the  petitioner  herein)  and  their  subsidiar¬ 
ies,  including  Philadelphia  Company  and  its  subsidiaries. 
On  August  8,  1941  the  Commission  entered  an  order  in 
this  proceeding  requiring  Petitioner  to  dispose  of  all  its 
holdings  in  public  utility  or  registered  holding  com¬ 
panies  except  its  holdings  in  Philadelphia  Company.  No 
order  was  entered  against  Philadelphia  Company  or  its 
subsidiaries,  jurisdiction  being  reserved  with  reference 
to  the  application  of  Section  11(b)(1)  to  the  Philadel¬ 
phia  Company  system.  j 

5.  So  far  as  the  Philadelphia  Company  system  is 
concerned,  the  Section  11(b)(1)  proceeding  remained 
in  this  status  until  December  5,  1946,  when  the  Com¬ 
mission  issued  orders  reconvening  the  hearings  in  the 
Section  11(b)(1)  proceeding,  instituting  proceedings 
(File  No.  59-88)  under  Section  11(b)(2)  of  the  Act,  and 
consolidating  the  two  proceedings,  the  orders  being  di- 
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rected  primarily  at  the  Philadelphia  Company  holding 
company  system. 

6.  Answers  were  duly  filed  by  Petitioner  as  a  re¬ 
spondent  in  those  proceedings  placing  at  issue  every  ma¬ 
terial  contention  asserted  by  the  Commission.  The  an¬ 
swer  of  Philadelphia  Company,  et  al,  included  a  plan  pur¬ 
suant  to  Section  11(e)  of  the  Act.1  Hearings  were  begun 
on  February  25,  1947  at  which  extensive  evidence  was 
taken.  Thereafter  a  trial  examiner’s  decision  was  waived 
and  the  case  was  argued  before  the  Commission  on  Oc¬ 
tober  9, 1947. 

7.  On  June  1,  1948  the  Commission  issued  its  Find¬ 
ings  and  Opinion  in  said  proceedings  and  entered  an 
order  (the  Order  of  June  1,  1948)  against  the  Philadel¬ 
phia  Company  group,  by  the  terms  of  which,  inter  alia, 
Philadelphia  Company  was  directed  to  dispose  of  its  nat¬ 
ural  gas  properties  and  to  terminate  its  relationship  with 
the  following  companies : 

Pittsburgh  and  West  Virginia, 

Equitable  Gas, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Pittsburgh  Railways,  Motor  Coach,  and  the  41 
!  subsidiary  and  underlier  companies  in  the  Pitts¬ 
burgh  Railways  System, 

by  disposing  of  any  interest,  direct  or  indirect,  which 
Philadelphia  Company  holds  in  the  securities  or  proper¬ 
ties  of  said  companies,  and  Philadelphia  Company  was 
ordered  to  liquidate  and  dissolve.  Such  order  also  re¬ 
quired  that  Petitioner  cause  Philadelphia  Company  to 

1On  May  6,  1947  the  Commission  ordered  a  consolidation 
of  hearings  on  the  Section  11(e)  plan  with  the  Section  11(b) 
proceedings.  On  September  15,  1947  Philadelphia  Company 
et  al.  filed  an  amendment  to  their  Section  11(e)  plan. 
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comply  with  the  order.  The  Order  of  June  1,  1948  also 
denied  various  motions  filed  by  Philadelphia  Company 
in  the  course  of  said  proceedings.  While  the  Order  did  1 
not  expressly  approve  or  disapprove  the  Section  11(e) 
plan  of  Philadelphia  Company,  et  al,  the  Commission  in 
its  Findings  and  Opinion  did  disapprove  of  said  plan. 

i 

i 

8.  A  copy  of  the  Findings  and  Opinion  of  the  Com-  j 
mission  of  June  1,  1948  is  included  as  Exhibit  A  in  the 
Appendix  filed  with  your  Honorable  Court  simultaneous¬ 
ly  herewith,  a  copy  of  the  Order  of  June  1,  1948  is  in-  I 
eluded  in  said  Appendix  as  Exhibit  B,  and  a  copy  of  Sec¬ 
tions  11(b)  and  11(e)  of  the  Act  is  included  in  said 
Appendix  as  Exhibit  E,  all  of  said  Exhibits  being  made 
part  hereof. 

9.  On  June  17,  1948  the  Philadelphia  Company 
group  filed  a  petition  for  rehearing  on  the  Order  of  June  i 
1,  1948,  for  leave  to  adduce  additional  evidence,  and  for 
stay.  A  similar  petition,  in  which  Petitioner  joined  in  ! 
the  petition  so  filed  by  the  Philadelphia  Company  group,  j 
was  filed  by  Petitioner  on  June  17,  1948.  On  June  30, 
1948  the  Commission  filed  its  Memorandum  Opinion  and  j 
Order  (the  Order  of  June  30, 1948 )  denying  the  petitions  j 
in  all  respects.  Copies  of  the  petitions  for  rehearing  and 
of  the  Commission  opinion  and  Order  of  June  30,  1948 
are  included  in  said  Appendix  as  Exhibits  C,  C-l  and  D,  j 
respectively,  and  are  made  part  hereof. 

10.  Petitioner  is  filing  this  Petition  in  order  to  have  j 
this  Court  review  the  Orders  of  June  1,  1948  and  June  j 
30,  1948  (Exhibits  B  and  D  of  the  Appendix  hereto). 

j 

i 

i 

m.  The  Facts  and  Statute  Upon  Which 

Jurisdiction  Is  Based.  | 

11.  The  jurisdiction  of  your  Honorable  Court  to  re-  ! 
view  the  Order  of  June  1, 1948  and  the  Order  of  June  30,  j 
1948  is  based  upon  Section  24  of  the  Act  which  provides : 1 


j 

i 

i 
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“Sec.  24.  (a)  Any  person  or  party  aggrieved  by 
an  order  issued  by  the  Commission  under  this  title 
may  obtain  a  review  of  such  order  in  the  circuit 
court  of  appeals  of  the  United  States  within  any 
circuit  wherein  such  person  resides  or  has  his  prin¬ 
cipal  place  of  business,  or  in  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia,  by  filing  in 
such  court,  within  sixty  days  after  the  entry  of  such 
order,  a  written  petition  praying  that  the  order  of 
the  Commission  be  modified  or  set  aside  in  whole  or 
in  part.  A  copy  of  such  petition  shall  be  forthwith 
served  upon  any  member  of  the  Commission,  or 
upon  any  officer  thereof  designated  by  the  Commis¬ 
sion  for  that  purpose,  and  thereupon  the  Commis¬ 
sion  shall  certify  and  file  in  the  court  a  transcript 
of  the  record  upon  which  the  order  complained  of 
was  entered.  Upon  the  filing  of  such  transcript  such 
court  shall  have  exclusive  jurisdiction  to  affirm, 
modify,  or  set  aside  such  order,  in  whole  or  in  part. 
No  objection  to  the  order  of  the  Commission  shall 
be  considered  by  the  court  unless  such  objection 
shall  have  been  urged  before  the  Commission  or  un¬ 
less  there  were  reasonable  grounds  for  failure  so  to 
do.  The  findings  of  the  Commission  as  to  the  facts, 
if  supported  by  substantial  evidence,  shall  be  con¬ 
clusive.  If  application  is  made  to  the  court  for  leave 
to  adduce  additional  evidence,  and  it  is  shown  to 
the  satisfaction  of  the  court  that  such  additional 
evidence  is  material  and  that  there  were  reasonable 
grounds  for  failure  to  adduce  such  evidence  in  the 
proceedings  before  the  Commission,  the  court  may 
order  such  additional  evidence  to  be  taken  before 
the  Commission  and  to  be  adduced  upon  the  hearing 
in  such  manner  and  upon  such  terms  and  conditions 
as  to  the  court  may  seem  proper.  The  Commission 
may  modify  its  findings  as  to  the  facts  by  reason 
of  the  additional  evidence  so  taken,  and  it  shall  file 
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with  the  court  such  modified  or  new  findings,  which, 
if  supported  by  substantial  evidence,  shall  be  conr 
elusive,  and  its  recommendation,  if  any,  for  the 
modification  or  setting  aside  of  the  original  order. 
The  judgment  and  decree  of  the  court  affirming, 
modifying,  or  setting  aside,  in  whole  or  in  part,  any 
such  order  of  the  Commission  shall  be  final,  subject 
to  review  by  the  Supreme  Court  of  the  United  States 
upon  certiorari  or  certification  as  provided  in  sec¬ 
tions  239  and  240  of  the  Judicial  Code,  as  amended 
( U.  S.  C.,  title  28,  secs.  346  and  347 ) .  i 

(b)  The  commencement  of  proceedings  under 
subsection  (a)  shall  not,  unless  specifically  ordered 
by  the  court,  operate  as  a  stay  of  the  Commission^ 
order.” 

i 

This  statute  is  applicable  to  the  instant  case  by  reason 
of  the  matters  set  out  in  paragraphs  12  to  16,  inclusive 
hereof.  j 

i 

12.  The  proceedings  of  the  Commission  mentioned 
in  paragraphs  4,  5  and  6  hereof  were  directed  against 
Petitioner  as  one  of  the  Respondents,  and  the  orders  of 
the  Commission  mentioned  in  paragraphs  7,  8  and  9 
hereof  were  directed  against  Petitioner.  Petitioner  is 
injured,  oppressed,  and  deprived  of  legal  rights  by  the 
terms  of  the  said  Orders  of  the  Commission,  and  there¬ 
fore  Petitioner  is  a  person  or  party  who  is  aggrieved  by 
said  Orders. 

13.  The  Orders  of  June  1, 1948  and  of  June  30, 1948 
are  each  “an  order  issued  by  the  Commission  under  this 
title,”  viz.,  under  the  Act. 

14.  This  Petition  to  Review  is  filed  within  sixty  days 
after  the  entry  of  the  Orders  of  June  1, 1948  and  of  June 
30, 1948. 

15.  No  proceeding  has  hitherto  been  instituted  in 
this  Court  or  in  any  other  Court  for  the  review  of  the 
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Order  of  June  1,  1948,  or  of  the  Order  of  June  30, 1948, 
either  at  the  instance  of  Petitioner  or  (so  far  as  Peti¬ 
tioner  has  knowledge)  at  the  instance  of  any  other  per¬ 
son.  The  Commission  has  not  entered  any  order  ( so  far 
as  Petitioner  is  advised)  in  any  respect  modifying  or  re¬ 
scinding  its  said  Orders  of  June  1,  1948  and  of  June  30, 
1948. 

16.  The  Order  of  June  1, 1948  provides  that  it  shall 
be  effective  immediately  upon  its  issuance. 


IV.  The  Relief  Prayed. 

17.  Petitioner  respectfully  prays  that  your  Honor¬ 
able  Court: 

(a)  review  the  Orders  of  June  1, 1948  and  June  30, 
1948,  as  well  as  all  the  proceedings,  findings  and  conclu¬ 
sions  of  the  Commission  upon  which  the  said  Orders 
were  based; 

(b)  set  aside  the  Orders  of  June  1,  1948  and  June 
30, 1948; 

(c)  order  the  Commission  to  dismiss  the  proceed¬ 
ings  against  Petitioner  instituted  by  the  Commission 
under  Sections  11(b)  (1)  and  11(b)  (2)  of  the  Act;  or,  in 
the  alternative,  after  having  set  aside  the  Orders  of  June 
1,  1948  and  June  30,  1948,  remand  these  proceedings  to 
the  Commission  for  further  consideration  and  determi¬ 
nation  of  the  Section  11(e)  plan  of  Philadelphia  Com¬ 
pany,  et  al.  in  the  light  of  your  Honorable  Court’s  inter¬ 
pretation  of  Sections  11(b)  (1),  11(b)  (2)  and  11(e)  of 
the  Act  as  applied  to  the  facts  of  this  case ; 

(d)  stay  the  effectiveness  of  the  Order  of  June  1, 
1948  pending  final  disposition  of  this  Petition  to  Review 
(a  separate  petition  for  stay  being  filed  with  this  Peti¬ 
tion)  ; 
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(e)  order  and  direct  that  a  certified  copy  of  this 
Petition  to  Review  be  forthwith  served  by  the  Clerk  of 
this  Court  upon  the  Commission,  and  that  thereupon  thb 
Commission  shall  certify  and  file  in  this  Court  a  Tran¬ 
script  of  the  Record  upon  which  the  Orders  of  June  1, 
1948  and  June  30, 1948  were  entered; 

(f)  grant  Petitioner  such  further  and  other  relief 
in  the  premises  as  to  this  Honorable  Court  may  seem 
just  and  proper. 

i 

V.  The  Points  on  Which  Petitioner  Intends  to  Rely,  j 

A.  The  Electric  and  Gas  Operations  of  the  Phil¬ 
adelphia  Company  System  Constitute  a  Single 
Integrated  Public-Utility  System. 

1.  Under  a  proper  construction  of  the  Act,  a  single 
integrated  public-utility  system  can  be  comprised  of  both 
electric  and  gas  properties  and  operations.  The  Commis- 
sion  erred  in  interpreting  the  Act  to  the  contrary  and  in 
holding  that  the  Act  absolutely  and  under  all  circum¬ 
stances  prohibits  the  retention  of  both  electric  and  gas 
properties  together  as  a  single  integrated  public-utility 
system. 

2.  The  present  operations  of  the  electric  and  gas 
utility  companies  in  the  holding  company  system  of 
Philadelphia  Company  are  limited,  within  the  meaning 
of  Section  11(b)(1)  of  the  Act,  to  a  single  integrated 
public-utility  system,  and  together  constitute  a  single 
integrated  public-utility  system.  The  Commission  erred 
in  interpreting  the  Act  and  in  holding  to  the  contrary. 

3.  The  Commission’s  ruling  that  the  gas  utility 
properties  and  the  electric  utility  properties  in  the  Phila- 
delphia  Company  system  do  not  together  constitute  a 
single  integrated  public-utility  system  is  not  supported 
by  substantial  evidence  and  is  in  disregard  of  substan¬ 
tial  and  uncontradicted  evidence  supporting  and  requir- 
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ing  a  finding  that  such  gas  and  electric  utility  properties 
do  together  constitute  a  single  integrated  public-utility 
system. 

B.  Philadelphia  Company  has  the  Right  to  Con¬ 
tinue  to  Control  the  Integrated  Public-Util¬ 
ity  System  Operated  by  the  Gas  Utility  Com¬ 
panies  in  the  System  as  an  Additional  System. 

1.  Philadelphia  Company  at  the  present  time  con¬ 
trols  both  Duquesne  ( an  electric  utility  company  whose 
operations  have  been  found  by  the  Commission  to  con¬ 
stitute  an  integrated  public-utility  system)  and  a  gas 
utility  system1  (consisting  of  three  gas  utility  com¬ 
panies,  Philadelphia  Company,  Equitable  Gas  and  Pitts¬ 
burgh  and  West  Virginia,  whose  operations  have  been 
found  by  the  Commission  to  constitute  an  integrated 
public-utility  system) .  If  Petitioner  is  in  eror  in  the  legal 
position  asserted  in  Point  A  hereof,  Philadelphia  Com¬ 
pany  has  selected  the  electric  utility  system  of  Duquesne 
as  its  principal  system,  and  under  Section  11(b)(1)  of 
the  Act  Philadelphia  Company  has  the  right  to  continue 

1On  June  1,  1948,  Philadelphia  Company  was  a  holding 
company  and  was  also  a  gas  utility  company  by  virtue  of  its 
ownership  of  certain  natural  gas  facilities  and,  at  that  time, 
Pittsburgh  and  West  Virginia  was  also  a  holding  company  by 
virtue  of  its  ownership  of  all  of  the  capital  stock  of  Equitable 
Gas.  The  following  changes  are  in  contemplation  and  may  be 
consummated  by  the  time  this  Petition  is  filed:  (1)  Philadel¬ 
phia  Company  will  cease  to  be  a  gas  utility  company,  (2) 
Pittsburgh  and  West  Virginia  will  cease  to  be  a  holding  com¬ 
pany,  (3)  natural  gas  facilities  formerly  owned  by  Philadel¬ 
phia  Company  will  be  owned  and  operated  by  Equitable  Gas, 
(4)  all  of  the  capital  stock  of  Equitable  Gas  will  be  owned 
by  Philadelphia  Company,  and  (5)  the  gas  utility  system  will 
be  comprised  of  gas  utility  properties  of  Equitable  Gas  and 
Pittsburgh  and  West  Virginia.  These  changes  were  authorized 
by  the  Commission  by  an  order  entered  on  June  30, 1948  (Pub¬ 
lic  Utility  Holding  Company  Act  Release  No.  8326). 
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to  control  the  integrated  gas  utility  system  under  the 
additional  system  proviso  of  Section  11(b)(1)  as  aj 
system  additional  to  the  integrated  public-utility  system  j 
of  Duquesne. 

j 

2.  The  Commission  erred  in  refusing  to  permit  Phil¬ 
adelphia  Company  to  continue  to  control  the  integrated 
gas  utility  system  mentioned  in  paragraph  1  of  this  sub¬ 
division  B,  and  in  ordering  Philadelphia  Company  to  dis- 1 
pose  of  its  natural  gas  properties  presently  leased  to  and ! 
operated  by  Equitable  Gas1  and  in  ordering  Philadelphia 
Company  to  terminate  its  relationship  with  Equitable 
Gas  and  Pittsburgh  and  West  Virginia  by  disposing  of  or 
causing  the  disposition  of  any  interest,  direct  or  indirect, 
which  Philadelphia  Company  now  holds  in  the  securities 
or  properties  of  said  two  companies. 

3.  With  respect  to  the  burden  of  proof  in  these  pro¬ 
ceedings,  the  Commission  erred  in  entering  the  Order  of 
June  1,  1948  (of  which  it  was  the  proponent) ,  when  the 
Commission  had  failed  to  sustain  the  burden  of  proof 
requisite  to  such  action,  and  in  ruling  that  the  burden  of 
proof  was  upon  the  opponents  of  its  proposed  action  to 
demonstrate  that  such  action  should  not  be  taken. 

4.  The  Order  of  June  1,  1948  is  arbitrary  because, 
as  will  appear  from  a  reading  of  the  whole  of  the  Com¬ 
mission’s  Findings  and  Opinion,  it  is  based  upon  an  in¬ 
terpretation  of  the  Act  which : 

(a)  Makes  a  nullity  of  the  additonal  system  pro¬ 
viso  in  Section  11(b)(1)  of  the  Act;  j 

(b)  In  effect  prevents,  absolutely  and  under  all  cir¬ 
cumstances,  the  retention  of  gas  and  electric  utility  prop¬ 
erties  in  the  same  holding  company  system. 

irThe  portion  of  the  order  requiring  Philadelphia  Com¬ 
pany  to  dispose  of  the  said  properties  leased  to  and  operated 
by  Equitable  Gas  may  become  moot  by  reason  of  the  facts 
stated  in  the  preceding  footnote. 
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C.  Philadelphia  Company  Has  the  Right  to  Re¬ 
tain  the  “Other  Businesses”  Presently  Owned 
by  It. 

1.  The  conclusions  of  the  Commission  upon  which 
the  Order  of  June  1,  1948,  is  based,  as  set  forth  in  the 
Findings  and  Opinion  of  the  Commission,  are  erroneous 
with  respect  to  the  denial  to  Philadelphia  Company  of 
the  right  to  retain  the  “other  businesses”  presently 
owned  by  it. 

2.  The  Order  of  June  1,  1948,  with  reference  to  the 
retainability  by  Philadelphia  Company  of  the  companies 
hereinafter  named  is  based  upon  the  Commission’s  inter¬ 
pretation  of  Section  11(b)(1)  of  the  Act  to  the  effect 
(a)  that  the  electric  and  gas  operations  of  the  Philadel¬ 
phia  Company  system  cannot  and  do  not  constitute  a 
single  integrated  public-utility  system,  and  ( b )  that  the 
integrated  gas  utility  system  cannot  be  retained  by  Phil¬ 
adelphia  Company  as  a  system  additional  to  its  integrat¬ 
ed  electric  utility  system.  These  holdings  are  erroneous, 
and  therefore  the  rulings  of  the  Commission  with  refer¬ 
ence  to  the  retainability  of  said  companies  are  likewise 
erroneous.  The  companies  in  question  are  the  following: 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto, 

Equitable  Real  Estate. 

3.  Neither  the  evidence  nor  the  law  supports  or  war¬ 
rants  that  part  of  the  Order  of  June  1,  1948,  which 
directs  that  Philadelphia  Company  must  terminate  its 
relationships  with  the  following  companies  by  disposing 
of  or  causing  the  disposition  of  any  interest,  direct  or 
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indirect,  which  Philadelphia  Company  holds  in  the 
securities  or  properties  of  any  of  the  following  com¬ 
panies: 

I 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Pittsburgh  Railways,  j 

Motor  Coach, 

i 

and  the  41  subsidiary  and  underlier  companies  in  the! 
Pittsburgh  Railways  system. 

I 

4.  The  substantial  and  uncontradicted  evidence  sup¬ 
ports  and  requires  findings  that  Philadelphia  Company, 
under  the  “other  business”  standards,  has  the  right  to 
and  can  retain  the  interests  which  it  presently  holds  in 
the  securities  and  properties  of  each  of  the  following 
companies : 

Steam  Heating, 

Cheswick  and  Harmar, 

Finleyville, 

Philadelphia  Oil, 

Kentucky-West  Virginia, 

Equitable  Auto,  I 

Equitable  Real  Estate, 

Pittsburgh  Railways, 

Motor  Coach, 

and  the  41  subsidiary  and  underlier  companies  in  the 
Pittsburgh  Railways  system.  j 

I 

5.  The  Commission  erred  in  concluding  that  the 
street  railway  business  of  the  Pittsburgh  Railways  sys¬ 
tem  may  not  be  retained  in  the  Philadelphia  Company 
holding  company  system.  The  Commission’s  conclusion 
was  based  on  findings  not  supported  by  substantial  evi¬ 
dence,  and  was  made  in  disregard  of  substantial  and  un¬ 
contradicted  evidence  and  in  reliance  on  erroneous  in- 
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terpretations  of  the  law.  In  respect  of  this  issue,  the 
Commission  erred  in  the  following  particulars,  among 
others: 

(a)  in  erroneously  interpreting  Section  11(b)(1) 
of  the  Act  as  forbidding,  in  effect,  the  retention  of  con¬ 
trol  of  a  street  railway  business  by  any  holding  com¬ 
pany  system  which  controls  electric  utility  properties, 
or,  in  the  alternative,  electric  and  gas  utility  properties; 

(b)  in  erroneously  construing  Section  11(b)(1)  of 
the  Act  as  providing  that  the  burden  of  proof  is  upon 
the  Philadelphia  Company  group  to  show  that  the  street 
railway  business  sought  to  be  retained  meets  the  stand¬ 
ards  of  that  section; 

(c)  in  erroneously  construing  Section  11(b)  (1)  of 
the  Act  as  requiring  an  affirmative  showing  by  the  Phil¬ 
adelphia  Company  group  of  an  operating  or  functional 
relationship  between  the  operations  of  the  retainable 
utility  system  and  the  non-utility  business  sought  to  be 
retained  in  the  Philadelphia  Company  holding  company 
system;  and  also  an  affirmative  showing  by  the  Phila¬ 
delphia  Company  group  that  retention  would  be  in  the 
public  interest;  and  the  Commission  further  erred,  even 
assuming  the  correctness  of  the  aforesaid  interpretation 
of  Section  11  ( b )  ( 1 ) ,  in  failing  and  refusing  to  find  that 
the  operations  of  the  street  railway  system  are  reason¬ 
ably  incidental,  or  economically  necessary  or  appropri¬ 
ate  to  the  operations  of  the  electric  utility  properties  of 
Duquesne,  or,  in  the  alternative,  to  the  operations  of  the 
electric  and  gas  utility  properties  of  the  Philadelphia 
Company  holding  company  system,  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  which  supports  and 
requires  such  findings ; 

( d )  in  failing  and  refusing  to  find  ( construing  Sec¬ 
tion  11(b)(1)  so  as  to  forbid  the  divestment  of  other 
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businesses  not  detrimental  to  the  functions  of  the  prin¬ 
cipal  system,  if  retention  will  serve  the  interests  of  in¬ 
vestors  or  consumers,  irrespective  of  the  functional  rela- 
tionship  between  those  businesses  and  the  principal 
system)  that  the  continued  retention  of  the  street  rail¬ 
way  system  under  common  control  with  the  electric 
utility  properties,  or,  in  the  alternative,  with  the  electric 
and  gas  utility  properties,  in  the  Philadelphia  Company 
holding  company  system  is  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  investors  or 
consumers,  and  not  detrimental  to  the  proper  function¬ 
ing  of  such  system ;  j 

(e)  in  erroneously  construing  Section  11(b)(1)  of 
the  Act  as  requiring  an  affirmative  showing  by  the  Phila¬ 
delphia  Company  group  that  the  street  railway  system 
would  be  incapable  of  independent  operation,  and  as  re¬ 
quiring  an  affirmative  showing  by  the  Philadelphia  Com¬ 
pany  group  that  there  are  benefits  to  such  system  or  to 
the  public  beyond  the  claimed  economies  in  operation  re¬ 
sulting  from  joint  ownership  with  the  electric  utility 
properties  of  the  Philadelphia  Company  holding  com¬ 
pany  system; 

(f)  in  holding  that,  in  determining  the  retainabil- 

ity  of  non-utility  businesses,  the  Commission  can  take 
into  consideration  factors  other  than  those  specifically 
mentioned  in  the  “other  business”  clauses  of  Section 
11(b)(1);  ]. 

(g)  in  finding  that  the  joint  use  of  the  General  De¬ 
partments  of  the  companies  in  the  Philadelphia  Com¬ 
pany  system  to  perform  administrative  functions  does 
not  demonstrate  an  operating  relationship  between  the 
street  railway  system  and  the  electric  utility  system ; 

(h)  in  finding  that  the  relationship  established  by 
reason  of  the  consumption  of  electric  power  by  the  street 
railway  system  is  not  the  type  of  operating  or  functional 
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relationship  required  in  order  that  the  street  railway 
system  should  be  retainable ; 

( i )  in  finding  that  there  is  no  showing  that  the  joint 
use  of  certain  facilities  by  Duquesne  and  the  street  rail¬ 
way  system  has  any  relationship  to  the  efficient  opera¬ 
tions  of  the  electric  utility  system,  and  in  holding  that 
such  joint  use  has  no  bearing  on  the  operations  of  the 
electric  utility  system,  being  merely  “another  incidental 
relationship” ; 

( j )  in  finding  that  no  functional  relationship  exists 
between  the  operations  of  Pittsburgh  Railways  and 
those  of  Duquesne; 

(k)  in  finding  that  during  the  last  47  years  the  en¬ 
tire  burden  of  supporting  Philadelphia  Company’s  se¬ 
curity  structure  has  fallen  on  the  electric  and  gas  prop¬ 
erties,  and  that  the  public  security  holders  of  Duquesne 
and  of  Philadelphia  Company  have  been  prejudiced  by 
Philadelphia  Company’s  ownership  of  securities  of  the 
Pittsburgh  Railways  system; 

(l)  in  finding  that  Philadelphia  Company’s  control 
of  Pittsburgh  Railways  may  have  impeded  or  will  im¬ 
pede  the  natural  growth  of  motor  bus  service,  and  there 
may  have  been  or  will  be  overreaching  in  the  fixing  of 
the  rates  charged  Pittsburgh  Railways  for  power. 

6.  The  findings  (or  inferential  findings)  that  “pos¬ 
sibilities”  inherent  in  common  control  of  the  transporta¬ 
tion  system  and  of  the  other  companies  in  the  Philadel¬ 
phia  Company  system,  that  “consequent  potentialities 
for  substantial  detriment  to  investors,  consumers  and 
the  general  public,”  and  that  possible  future  overreach¬ 
ing  as  between  the  companies,  outweigh  proven  facts 
showing  that  such  common  control  and  retention  of  the 
transportation  system  is  necessary  and  appropriate  in 
the  public  interest  and  for  the  protection  of  investors  or 
consumers  and  not  detrimental  to  the  proper  function- 
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ing  of  the  public  utility  system  of  Duquesne,  are  not  sup¬ 
ported  by  any  evidence  and  are  in  disregard  of  substan¬ 
tial  and  uncontradicted  evidence  to  the  contrary. 

| 

D.  The  Philadelphia  Company  System  Is  Not  the 
Type  of  Holding  Company  System  Which  Con¬ 
gress  Intended  Should  Be  Dismembered  Under 
Section  11(b)(1)  of  the  Act. 

i 

1.  The  Commission  erred  in  failing  and  refusing  to 
find  that  the  Philadelphia  Company  holding  company 
system  is  not  the  type  of  holding  company  system  the 
dismemberment  of  which  is  contemplated  by  the  Act,  its 
utility  operations  being  almost  entirely  intrastate  and 
there  being  no  evidence  of  any  of  the  evils  which  the  Act 
was  intended  to  prevent. 

E.  The  Commission  Erred  in  Directing  the  Liqui¬ 
dation  and  Dissolution  of  Philadelphia  Com¬ 
pany. 

1.  Neither  the  evidence  nor  the  law  supports  or  war¬ 
rants  the  finding  of  the  Commission  that  the  continued 
existence  of  Philadelphia  Company  would  constitute  ah 
unnecessary  complexity  in  the  structure  of  the  Phila¬ 
delphia  Company  holding  company  system,  or  the  orddr 
of  the  Commission  directing  that  Philadelphia  Company 
shall  take  appropriate  steps  to  liquidate  and  dissolve. 

2.  The  Order  of  June  1, 1948  directing  Philadelphia 
Company  to  dissolve  and  directing  Petitioner  to  cause 
such  dissolution  is  based  upon  the  Commission's  ruling 
that  under  Section  11(b)(1)  Philadelphia  Company  can¬ 
not  retain  its  integrated  gas  public-utility  system,  the 
street  railway  system  and  certain  other  non-utility  busi¬ 
nesses.  This  ruling  is  erroneous,  and  therefore  the  order 
of  dissolution  and  liquidation  is  erroneous. 

3.  The  findings  that  Philadelphia  Company  has  pre¬ 
sented  no  substantial  reasons  why  it  should  continue  its 
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corporate  existence  (assuming  the  divestments  ordered 
by  the  Commission)  and  that  there  are  no  such  reasons, 
are  not  supported  by  substantial  evidence. 

4.  The  finding  that  substantial  savings  would  be 
effected  through  the  elimination  of  Philadelphia  Com¬ 
pany  after  consummating  the  divestments  ordered  by 
the  Commission  is  not  supported  by  substantial  evidence. 

5.  The  finding  that,  assuming  the  divestments  or¬ 
dered  by  the  Commission,  the  investment  and  financial 
services  thereafter  to  be  rendered  by  Philadelphia  Com¬ 
pany  to  its  subsidiaries  would  not  constitute  a  sufficient 
justification  for  continuation  of  Philadelphia  Company, 
is  not  supported  by  substantial  evidence. 

6.  The  finding  that  the  continued  existence  of  Phil¬ 
adelphia  Company,  assuming  the  divestments  ordered  by 
the  Commission,  would  constitute  an  unnecessary  com¬ 
plexity  in  the  structure  of  the  Philadelphia  Company 
holding  company  system  is  not  supported  by  substantial 
evidence. 

7.  The  finding  that  if  the  divestments  ordered  by 
the  Commission  do  not  take  place  the  Philadelphia  Com¬ 
pany  holding  company  system  contains  numerous  undue 
and  unnecessary  complexities  which  would  require  sub¬ 
stantial  steps  to  be  taken  to  achieve  compliance  with 
Section  11(b)(2)  is  not  supported  by  substantial  evi¬ 
dence. 

8.  The  findings  that,  to  provide  funds  for  Philadel¬ 
phia  Company  to  meet  its  interest  and  dividend  pay¬ 
ments,  it  has  been  necessary  for  Philadelphia  Company 
to  call  upon  Duquesne  to  pay  up  to  it  as  common  stock 
dividends  “an  inordinately  high  percentage  of  Duquesne’s 
net  income,”  and  that  Duquesne’s  dividend  policies  have 
been  unsound,  are  not  supported  by  substantial  evidence. 
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9.  The  findings  that  there  is  an  “intricate  arrange¬ 
ment  of  guarantees  by  Philadelphia  Company  of  securi¬ 
ties,  leases  and  operating  agreements  of  the  companies 
in  the  Pittsburgh  Railways  System,”  and  that  such  ah 
“arrangement”  constitutes  an  undue  and  unnecessary 
complexity  in  the  Philadelphia  Company  system,  are  not 
supported  by  substantial  evidence. 

10.  The  Commission  erred  in  holding  that  Philadel¬ 

phia  Company’s  historic  relationship  with  its  subsidiary 
ies  and  the  part  it  has  played  in  their  development  are 
of  no  significance  on  the  question  of  the  continued  exist¬ 
ence  of  Philadelphia  Company  and  are  no  justification 
for  such  continued  existence.  j 

i 

i 

F.  The  Commission  Erred  in  Its  Rulings  With 
Reference  to  the  Section  11(e)  Plan  of  Phil¬ 
adelphia  Company,  et  al. 

i 

1.  The  Commission  erred  in  holding  that  the  Sec¬ 
tion  11(e)  plan  of  Philadelphia  Company  et  al.  would  not 
constitute  or  accomplish  full  compliance  with  the  re¬ 
quirements  of  Section  11(b),  even  if  fully  consummated. 

2.  The  Commission  erred  in  holding  that  the  Section 
11(e)  plan  of  Philadelphia  Company  et  al.  is  incomplete, 
inadequate  and  unlikely  to  satisfy  the  standards  of  Sec¬ 
tion  11(b),  that  it  is  only  a  “purported  plan,”  and  th&t 
it  is  not  a  Section  11(e)  plan  at  all. 

3.  The  Commission  erred  in  failing  and  refusing  to 
find  that  after  consummation  of  the  plan  submitted  by 
Philadelphia  Company  et  al.  under  Section  11(e)  of  the 
Act,  the  Philadelphia  Company  holding  company  system 
will  conform  in  every  respect  with  the  requirements  of 
Section  11(b)  of  the  Act 

i 

4.  The  Commission’s  ruling  that  the  Section  11(e) 
plan  of  Philadelphia  Company  et  al.  does  not  provide  for 
compliance  with  Section  11(b)  of  the  Act  is  based  $1- 
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most  entirely  on  the  erroneous  ruling  that  Philadelphia 
Company  must  dispose  of  its  integrated  gas  public-util¬ 
ity  system,  the  street  railway  system  and  certain  other  ' 

non-utility  businesses.  Since  the  latter  ruling  is  erron¬ 
eous,  therefore  the  Commission’s  ruling  as  to  the  Sec¬ 
tion  11(e)  plan  is  erroneous. 

G.  Additional  Errors  of  the  Commission;  Denial 
of  Due  Process. 

1.  The  Order  of  June  1,  1948,  should  be  set  aside  in 
its  entirety  for  the  reason  that  it  is  based  in  large  part 
upon  findings  which  are  not  supported  in  any  way  by  any 
evidence  in  the  record.  In  addition  to  findings  of  this  J 

character  heretofore  noted  in  this  Division  V  of  this 
Petition,  Petitioner  refers  to  the  following,  inter  alia: 

(a)  That  “it  is  manifestly  to  the  advantage  of  both 
the  electric  and  gas  businesses  that  independent  man¬ 
agements  for  each  be  allowed  to  devote  their  entire  ener¬ 
gies  to  their  respective  companies”; 

(b)  That  “it  is  manifestly  to  the  advantage  of  both 
the  electric  and  gas  businesses  .  .  .  that  such  businesses 
not  continue  to  have  their  operations  supervised  by  com¬ 
mon  management  which  is  also  conducting  another  busi¬ 
ness  in  the  same  area  which,  at  the  very  least,  must  be 
viewed  as  a  potential  if  not  an  actual  competitor”; 

(c)  That  “if  .  .  .  some  increase  in  personnel  costs 
would  be  incurred  on  segregation,  it  is  not  unlikely  that 
these  costs  would  be  offset  by  the  greater  productivity 
which  should  result  from  the  additional  personnel  and 
from  the  concentration  of  the  energies  of  all  personnel 
on  the  single  system  to  which  they  will  then  be  assigned 
and  to  which  they  will  owe  undivided  allegiance”; 

(d)  That  the  conjectural  “advantages”  enumerated 
in  (a),  (b)  and  (c),  which  the  Commission  itself  de¬ 
scribes  as  “frequently  subtle  in  nature  and  incapable  of 
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exact  measurement,”  must  be  considered  in  arriving  at  j 
the  composite  estimate  of  whether  the  net  economies 
which  may  be  lost  on  segregation  can  properly  be  deemed 
“substantial”; 

(e)  That  “countervailing  benefits  obtaining  on  seg-| 
regation,”  as  to  the  existence  of  which  the  record  pro¬ 
vides  no  factual  basis,  should  be  considered; 

i 

(f)  That  “it  would  appear  that  the  incentive  to 
effecting  such  modifications  [i.e.,  in  the  administrative 
organization  of  the  Philadelphia  Company  holding  com¬ 
pany  system]  and  the  resulting  overall  efficiencies  would 
be  much  greater  on  segregation” ; 

(g)  That,  in  computing  an  increase  in  annual  op¬ 

erating  expenses  resulting  from  segregation,  an  “adjust^ 
ment  for  tax  savings”  in  a  specific  amount  should  be 
made  without  any  evidence  as  to  the  amount  of  such  ad¬ 
justment;  i 

(h)  That  “that  characteristic  [i.e.,  an  operating 
and  functional  relationship  of  the  type  shown  to  exist 
between  the  electric  utility  and  the  street  railways  busi¬ 
ness  of  the  Philadelphia  Company  holding  company  sys¬ 
tem]  can  also  be  established  with  respect  to  almost  any 
industry  and,  if  permitted  to  form  the  basis  for  re  tain- 
ability,  would  enable  electric  utility  systems  to  engage 
in  any  and  every  sort  of  activity  . . .”; 

(i)  That  “it  is  also  clear  that  joint  use  of  these  fa¬ 
cilities  [i.e.,  the  facilities  of  the  electric  utility  and  street 
railways  business  of  the  Philadelphia  Company  holding 
company  system]  can  be  undertaken  separately  or  by 
contract  arrangement  with  like  efficiency” ; 

(j)  That  “the  joint  use  of  transmission  and  trans¬ 

former  equipment  is  common  practice  in  cities  where  the 
street  railways  system  is  independent  of  the  electric 
system”;  j 
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(k)  That  “while  we  [i.e.,  the  Commission]  cannot 
ascertain  the  exact  dollar  amount  of  savings  which 
would  accrue  to  security  holders  through  elimination  of 
Philadelphia  Company,  it  is  clear  that  substantial  sav¬ 
ings  would  be  effected” ; 

(l)  That  the  size  of  the  integrated  gas  utility  sys¬ 
tem  of  Philadelphia  Company  “exceeds  that  of  numerous 
companies  which  have  demonstrated  conclusively  their 
ability  to  operate  effectively  free  from  holding  company 
control.” 

2.  Petitioner  and  its  respective  security  holders  are 
deprived  of  liberty  and  property  without  due  process  of 
law  in  violation  of  the  Fifth  Amendment  to  the  Consti¬ 
tution  of  the  United  States  of  America,  by  reason  of  the 
Commission’s  actions. 

( a )  in  making  the  findings  referred  to  in  paragraph 
1  of  this  subdivision  G  and  in  other  portions  of  Division 
V  of  this  Petition,  which  are  not  supported  by  any  evi¬ 
dence  in  the  record ; 

( b )  in  making  the  findings  hereinbefore  referred  to 
in  Division  V  of  this  Petition  which  are  not  supported  by 
substantial  evidence  or  which  are  in  disregard  of  sub¬ 
stantial  and  uncontradicted  evidence  to  the  contrary; 

(c)  in  failing  and  refusing  to  make  the  findings 
hereinbefore  referred  to  in  Division  V  of  this  Petition 
which  are  supported  by  substantial  and  uncontradicted 
evidence. 

3.  Petitioner  and  its  security  holders  were,  in  the  fol¬ 
lowing  respects,  denied  a  fair  hearing  and  were  deprived 
of  liberty  and  property  without  due  process  of  law  in 
violation  of  the  Fifth  Amendment  to  the  Constitution  of 
the  United  States  of  America: 

(a)  The  Commission  erred  in  failing  to  rule  spe¬ 
cifically  on  each  of  the  Requested  Findings  of  Fact  sub- 
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mitted  by  Petitioner.  Each  of  said  Requested  Findings 
of  Fact  is  supported  by  substantial  evidence  in  the  rec-  i 
ord  ,and  said  Requested  Findings  of  Fact,  if  affirmatively  | 
found,  would  compel  a  conclusion  that  the  Philadelphia  | 
Company  holding  company  system  presently  complies 
with  the  standards  of  both  Section  11(b)(1)  and  Section 
11(b)  (2)  of  the  Act;  ! 

(b)  Such  of  the  Commission's  Findings  of  Fact  as  j 
affirm  portions  of  the  Requested  Findings  of  Fact  sub¬ 
mitted  by  Petitioner,  are  inadequate  and  incomplete  in  j 
that  they  fail  to  give  the  complete  facts  as  stated  in ! 
Petitioner’s  Requested  Findings  of  Fact  in  many  impor-  1 
tant  and  significant  respects; 

i 

( c )  From  December  5,  1946  until  October  9,  1947,  j 

the  Commission  harassed  Petitioner  in  every  possible 
way,  the  conduct  of  the  Commission  and  of  its  staff! 
manifesting  a  clear  intent  to  require  Petitioner  to  close  ] 
its  case  at  the  earliest  possible  moment.  j 

4.  The  Order  of  June  1,  1948,  should  be  set  aside 
because  the  proceedings  upon  which  it  was  based  did  not 
comply  with  the  requirements  of  the  Administrative 
Procedure  Act1  in  the  following  respects : 

(a)  Section  7(c)  of  the  Administrative  Procedure 
Act  requires  that  in  this  proceeding  the  Commission,  as 
the  proponent  of  the  Order  of  June  1,  1948,  shall  have 
the  burden  of  proof.  The  Commission  introduced  no  evi¬ 
dence  on  the  question  of  economies,  and  therefore  failed 
to  sustain  its  burden  of  proof.  In  direct  violation  of  the 
statutory  requirement  the  Commission  held  that  the 
burden  of  proof  was  upon  Petitioner  and  that  Petitioner 
did  not  sustain  such  burden  of  proof. 

JAct  of  June  11,  1946,  c.  324,  60  Stat.  237 ;  U.S.C.  Title 
6,  §1001  et  seq.  j 
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(b)  Section  8(b)  of  the  Administrative  Procedure 
Act  requires  that  the  record  shall  show  the  ruling  upon 
each  Finding  of  Fact  and  Conclusion  proposed  by  Peti¬ 
tioner.  In  direct  violation  of  this  statutory  requirement, 
the  Commission  refused  to  make  specific  rulings  on  the 
Requested  Findings  of  Fact  requested  by  Petitioner. 

5.  That  part  of  the  Order  of  June  1,  1948,  which 
provides  that  said  Order  shall  be  effective  immediately 
upon  its  issuance  is  erroneous  because  based  upon  the 
finding,  without  substantial  evidence  in  support  thereof, 
that  good  cause  exists  for  making  said  Order  effective 
immediately  upon  issuance. 

6.  That  part  of  the  Order  of  June  1, 1948,  which  di¬ 
rects  Petitioner  to  cause  Philadelphia  Company  to  take 
action  as  stated  in  said  Order  is  based  upon  the  Com¬ 
mission’s  ruling  that  Philadelphia  Company  should  take 
such  action.  This  ruling  is  erroneous  for  the  reasons 
hereinbefore  set  out  in  this  Division  V,  and  therefore 
the  Order  of  the  Commission  directing  Petitioner  to 
cause  Philadelphia  Company  to  take  such  action  is  also 
erroneous. 

7.  The  Commission  erred  in  failing  and  refusing  to 
find,  in  disregard  of  substantial  and  uncontradicted  evi¬ 
dence,  that  the  continued  combination  of  the  gas  and 
electric  utility  systems  under  the  control  of  Philadelphia 
Company  meets  the  standards  of  Clause  (C)  of  Section 
11(b)(1)  of  the  Act  in  that  the  continued  combination 
of  such  systems  under  the  control  of  Philadelphia  Com¬ 
pany  is  not  so  large  ( considering  the  state  of  the  art  and 
the  area  or  region  affected )  as  to  impair  the  advantages 
of  localized  management,  efficient  operation,  or  the  effec¬ 
tiveness  of  regulation. 

Wherefore,  your  Petitioner  prays  that  the  relief 
requested  in  Division  IV  of  this  Petition  be  granted. 
Dated :  July  24, 1948. 


Standard  Gas  Petition  to  Review.  2903a  j 

(Signatures  are  omitted.  Exhibits  A,  B,  C,  C-l,  D  j 
and  E  are  here  omitted  to  avoid  duplication,  said  Ex-  I 
hibits  being  printed  in  the  Joint  Appendix  at  the  pages 
designated  below: 

Exhibit  A — page  2673a 
Exhibit  B — page  2782a 
Exhibit  C — page  2785a 
Exhibit  C-l — page  2819a 
Exhibit  D — page  2822a 
Exhibit  E — page  2870a 
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2904a  Stipulation  re  Printing  of  Record. 


STIPULATION  WITH  RESPECT  TO 
PRINTING  OF  RECORD 

[Filed  with  the  Court  October  18,  1948] 

( Caption  omitted ) 

It  is  hereby  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that  the 
following  shall  be  contained  in  the  printed  record  in  the 
above-styled  cases: 

I.  Certificate  of  Transcript  of  Record  as  certified 
to  this  Court  in  the  above-styled  cases,  which  certificate 
the  parties  hereto  agree  may  be  printed  as  the  “Perti¬ 
nent  Docket  Entries,,  required  by  Rule  17(a)  of  the 
General  Rules  of  this  Court; 

IL  Pertinent  docket  entries  of  the  proceeding  be¬ 
fore  this  Court; 

HL  Pleadings,  opinions  and  orders  in  the  proceed¬ 
ing  before  the  Securities  and  Exchange  Commission  as 
follows : 

[The  pleadings,  opinions  and  orders  in  the  proceed¬ 
ings  before  the  Commission,  here  designated  to  be  print¬ 
ed,  are  printed  in  conformance  with  the  Stipulation  and 
appear  at  pages  30a  through  202a  ( vi )  and  2451a  through 
2825a  of  this  Joint  Appendix.] 

IV.  Petitions  of  Standard  Gas  and  Electric  Com¬ 
pany  and  of  Philadelphia  Company,  et  al.,  to  review 
and  to  set  aside  Orders  of  the  Securities  and  Exchange 
Commission  entered  on  June  1,  1948,  and  June  30,  1948, 
filed  July  26,  1948,  Except  that  Exhibits  A,  B,  C  and  D 
and,  in  the  case  of  the  petition  of  Standard  Gas  and 
Electric  Company,  Exhibit  C-l,  shall  be  omitted  to 
avoid  duplication,  said  Exhibits  being  items  mentioned 
at  numbers  18  to  22,  inclusive,  of  paragraph  HE  hereof. 


Stipulation  re  Printing  of  Record.  2905a 

V.  The  following  portions  of  the  transcript  of 
hearings1  before  the  Securities  and  Exchange  Commis¬ 
sion,  with  summary  statements  of  omitted  material  as 
hereinbelow  stated  ( all  references  being  to  the  pages  of 
the  transcript  of  evidence  as  filed  with  the  Commission  j 
and  Certified  to  this  Court) : 

[The  page  and  line  designations  of  the  portions  of  j 
the  transcript  of  hearings  stipulated  to  be  printed  and  j 
the  summary  statements  of  those  portions  stipulated  to 
be  omitted  are  incorporated  in  this  Joint  Appendix  at  I 
pages  203a  through  2192a  and  are  here  omitted  to  avoid  j 
duplication.] 

VI.  The  following  exhibits  to  be  printed  in  the| 
printed  Transcript  of  Record: 

[The  exhibits  here  designated  to  be  printed  are| 
printed  in  conformance  with  the  Stipulation  and  appear 
at  pages  2193a  through  2450a  of  this  Joint  Appendix.] 

It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel,  subject  to  j 
the  approval  of  the  United  States  Court  of  Appeals  for! 
the  District  of  Columbia,  that,  because  of  the  bulk,  size 
and  character  of  the  exhibits  hereinafter  described,  said 
exhibits  shall  not  be  printed  in  the  printed  transcript 
of  record  to  be  filed  with  said  Court,  but  shall  be  treated 
as  physical  exhibits  for  all  purposes  of  these  cases,  and 
in  the  briefs  and  at  the  argument  of  these  cases,  any 
party  may  refer  to  any  or  all  thereof.  On  or  before  the 
time  fixed  for  argument  of  said  cases,  Petitioners  shall 
furnish  to  the  Court  three  copies  of  each  of  the  following 
exhibits  for  the  use  of  the  Judges  of  said  Court  sitting 
at  the  time  of  the  argument: 

1The  portions  printed  shall  give  effect  to  the  stipulations 
for  correction  of  transcript  of  testimony  as  heretofore  filed 
with  the  Commission.  j 
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Commission 

Exhibit 

Number 

A-9 


A-25 


A-26 

i 


A-27 


Received  in 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No. 

Special  Master’s  Report  on  Petition 
of  City  of  Pittsburgh,  filed  on  Janu¬ 
ary  29,  1945  by  Watson  B.  Adair, 

Special  Master,  in  the  reorganization 
proceedings,  affecting  Pittsburgh 
Railways  Company,  Debtor,  in  the 
District  Court  of  the  United  States 
for  the  Western  District  of  Pennsyl¬ 
vania,  at  No.  20225  .  43 

Finding  and  order  of  the  Public  Serv¬ 
ice  Commission  of  Kentucky  of  Sep¬ 
tember  3,  1946,  authorizing  Ken¬ 
tucky  West  Virginia  Gas  Company 
to  dispose  of  an  amount  of 
$2,567,351.80  recorded  in  Account 
No.  107  “Gas  Plant  Adjustments,” 
and  to  record  on  its  books  the  orig¬ 
inal  cost  of  its  gas  plant .  3491 

Order  of  Federal  Power  Commis¬ 
sion  of  January  4,  1946,  entered  in 
the  Matter  of  Duquesne  Light  Com¬ 
pany,  approving  disposition  of 
amounts  classified  in  Account  100.5, 
electric  plant  acquisition  adjust¬ 
ments,  and  Account  107,  electric 
plant  adjustments;  the  same  Com¬ 
mission  entered  on  February  5, 1946, 
amending  said  order  of  January  4, 

1946  .  3492 

Order  of  Federal  Power  Commission 
of  May  3, 1946,  entered  in  the  Matter 
of  Kentucky  West  Virginia  Gas  Com¬ 
pany,  approving  disposition  of 
amounts  classified  in  Account  107, 
gas  plant  adjustments .  3492 
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Commission 

Exhibit 

Number  Description  of  Exhibit 


2907a 

Received  in 
Evidence  at 
Transcript 
Page  No.  \ 


A-38 


A-39 


Incorpo¬ 
rated  by 
Ref¬ 
erence 


Philadelphia  Company  —  statement 
of  income  and  earned  surplus  for  the 
years  ended  December  31,  1932  to 

1946,  inclusive .  3499 

Duquesne  Light  Company  —  state¬ 
ment  of  income  and  earned  surplus 
for  the  years  ended  December  31, 

1932  to  1946,  inclusive .  3500  j 

Agreement  between  Duquesne  Light 
Company  and  Pittsburgh  Railways 
Company  dated  December  31,  1913, 
covering  furnishing  of  electric  en¬ 
ergy  to  Railways,  and  the  sale  of 
power  plants  to  Duquesne,  etc.,  with 
supplements  thereto  of  February  2, 

1927;  January  10,  1928;  September 
3,  1929 ;  March  9, 1933 ;  April  6,  1933 
and  Rate  “J”  of  Duquesne  Light 
Company  (being  Ex.  I-A-A-2  to 
Philadelphia  Ex.  20)  .  3419  j 


Received  in 

Philadelphia  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 

5  Amended  Revised  Plan  of  Reorgani¬ 

zation  being  the  Revised  Plan  of  Re¬ 
organization  dated  June  2, 1941,  with 
all  amendments  to  March  1, 1942,  for 
Pittsburgh  Railways  Company  and 
Pittsburgh  Motor  Coach  Company, 
comprehending  the  reorganization  of 
the  Pittsburgh  Railways  Company 
System,  proposed  by  W.  D.  George 
and  Thomas  M.  Benner,  Trustees -  167 
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Philadelphia 

Exhibit 

Number  Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No . 


18 


20  (part) 


58 


59 


59--1 


59- 2 

60- 1 

l 

! 


60-2 

i 


Corporate  capitalization  chart  of 
Philadelphia  Company  and  Subsid¬ 
iary  Companies  (not  including  un- 
derlier  companies  in  the  Pittsburgh 
Railways  System)  as  of  December 
31,  1946  .  302 

Lease  dated  as  of  January  1,  1929, 
and  operating  agreement  effective  as 
of  January  1,  1933,  between  Du- 


quesne  Light  Company  and  Pitts¬ 
burgh  Railways  Company  (being  Ex. 

I-A-A-3  to  Philadelphia  Ex.  20)  ....  307 

Philadelphia  Company  and  Subsid¬ 
iary  Companies;  total  salaries  and 
wages  for  the  year  ending  December 
31,  1946,  excluding  retirements .  1075 

Philadelphia  Company  and  Subsid¬ 
iary  Companies;  total  salaries  and 
wages  for  month  of  January,  1947, 
excluding  retirements .  1078 


Analysis  of  January  1947  payrolls  of 


Philadelphia  Company  and  Subsid¬ 
iary  Companies  to  show  amounts 
paid  in  performance  of  consolidated 
functions  .  1094 

Working  papers  supporting  Philadel¬ 
phia  Company's  Exhibit  59-1 .  1100 

Philadelphia  Company  and  Subsid¬ 
iary  Companies,  distribution  of  Janu¬ 
ary,  1947,  departmental  payroll  costs 
by  utility  groups .  1103 

Working  papers  supporting  Philadel¬ 
phia  Company's  Exhibit  60-1 .  1108 


Stipulation  re  Printing  of  Record. 


Philadelphia 

Exhibit 

Number  Description  of  Exhibit 


2909a 


Received  in 
Evidence  at 
Transcript 
Page  No.  j 


61 

62-1 

62-2 

62- 3 

63- 1 

63- 2 

64- 1 

64- 2 

65- 1 

65- 2 

66- 1 


Analysis  and  Adjustment  of  Janu¬ 
ary,  1947  payroll .  1117 

Application  and  increases  in  pay 
rates  effective  January  1, 1947,  retro¬ 
active  from  February  8,  1947 .  1125 

Working  papers  supporting  Phila¬ 
delphia  Company’s  Exhibit  62-1  (old 
and  new  monthly  pay  rates  by  indi¬ 
vidual  employees)  .  1125 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  62-1  (esti¬ 
mated  overtime  by  departments  on 
an  annual  basis) .  1125 

Distribution  of  1947  estimated  de¬ 
partmental  payroll  costs  by  utility 
groups  .  1133 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  63-1 .  1138  j 

Distribution  of  estimated  annual 
payroll  costs  after  absorption  of 
Equitable  Auto  Company  portion  in 
each  General  Department .  1155  j 

i 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  64-1 .  1155 

Comparison  of  employees  and  esti¬ 
mated  annual  payroll  cost — Present 
basis  vs.  segregated  basis .  1176  j 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  65-1 .  1176  j 

Comparison  of  estimated  annual  pay¬ 
roll  cost  by  utility  groups — Present 
basis  vs.  segregated  basis .  1310  ! 


i 


l 
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Philadelphia 

Exhibit 

Number 

66-2 

67-1 

67- 2 

68- 1 
68-2 
69-1 

i 

69-2 

70 

78 


79 

80 


Received  in 
Evidence  at 
Transcript 


Description  of  Exhibit  Page  No. 


Working  papers  supporting  Phila¬ 
delphia  Company’s  Exhibit  66-1 _  1310 

Summary  of  social  security,  annuity, 

insurance  and  hospitalization .  1312 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  67-1 .  1312 

Summary  of  rental  costs — Present 

vs.  segregated  basis .  1321 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  68-1 .  1321 

Summary  of  other  expenses  (other 
than  payroll,  rent,  social  security, 
annuity,  insurance  and  hospitaliza¬ 
tion  costs)  .  1326 

Working  papers  supporting  Philadel¬ 
phia  Company’s  Exhibit  69-1 .  1326 

Comparison  of  estimated  1947  total 

costs — Present  vs.  segregated  basis.  1334 


Financial  statements  as  of  December 
31,  1946  of  Philadelphia  Company 
and  Subsidiary  Companies  (not  in¬ 
cluding  Pittsburgh  Railways  Com¬ 
pany  and  subsidiaries  and  other 
street  railway  subsidiaries  of  Phila¬ 
delphia  Company),  certified  by  Has¬ 
kins  &  Sells  on  May  1,  1947  as  of 


February  24,  1947 .  2541 

Number  of  vendors  from  which  Phil¬ 
adelphia  Company  and  subsidiary 
companies  purchased  materials  dur¬ 
ing  1946  .  2725 

Copy  of  Vendor  Record  as  main¬ 
tained  by  the  purchasing  department  2731 
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Received  in 

Philadelphia  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 

81  Statement  showing  in  dollar  amount 

and  by  companies  the  total  volume 
of  all  invoices  passed  by  the  Purchas¬ 
ing  Department  of  Philadelphia  Com¬ 
pany  and  Subsidiary  Companies  dur¬ 
ing  the  calendar  year  1946,  broken 
down  to  show  the  dollar  amount  of 
purchases  for  materials  and  supplies 
which  went  into  stores .  2760 

86  Certificate  of  secretary  of  Standard 

&  Poor's  Corporation  as  to  sale  of 
500  shares  of  the  common  stock  of 
Standard  Research  Consultants,  Inc., 
to  Paul  B.  Coffman,  on  December  1, 

1945  . . . .  2944 

88  Electric  customers,  sales  and  operat¬ 
ing  revenue  of  the  industry,  a  group 

of  nine  electric  companies,  and  Du-  j 

quesne  Light  Company  for  the  year 
1945  and  for  the  1941-1945  average  j 

(admitted,  p.  3063,  stricken  by  the 
Examiner,  p.  3284,  but  admitted  in  j 

evidence  by  the  Commission  in  its 
Findings  and  Opinion  of  June  1,  I 

1948) 

89  Income  account  relationships  of  the 

industry  (et  cetera  as  per  88)  admit-  j 

ted,  p.  3076 

90  Electric  operating  expense  relation¬ 

ships  of  the  industry  (et  cetera  as 
per  88)  admitted,  p.  3085 

91  Balance  sheet  relationships  —  seg¬ 

ments  of  capitalization  as  a  per  cent 
of  the  total — of  the  industry  (et 
cetera  as  per  88)  admitted,  p.  3092 


2912a  Stipulation  re  Printing  of  Record. 


Received  in 

Philadelphia  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 

92  Comparison  of  average  sales  per  cus¬ 
tomer,  average  revenue  per  custom¬ 
er  and  average  revenue  per  MCF  for 
residential,  commercial  and  indus¬ 
trial  customers,  of  Equitable  Gas 
Company,  Peoples  Natural  Gas  Com¬ 
pany  and  Manufacturers  Light  & 

Heat  Company,  for  the  years  1939- 

1945,  inclusive  .  3101 

93  Operating  expenses  in  cents  per  MCF 
sold  of  Equitable  Gas  Company,  Peo¬ 
ples  Natural  Gas  Company  and  Man¬ 
ufacturers  Light  &  Heat  Company 
for  1945  and  for  the  1941-1945  aver¬ 
age  and  depreciation  ratios  to  rev¬ 
enue  and  utility  plant  for  the  same 
companies  for  1941-1945,  inclusive, 

and  for  the  average  of  those  years. .  3110 

94  Plant  investment  per  dollar  of  rev¬ 
enue  of  Equitable  Gas  Company, 
Manufacturers  Light  &  Heat  Com¬ 
pany  and  Peoples  Natural  Gas  Com¬ 
pany,  for  1941-1945,  inclusive,  and 

for  the  average  of  these  years .  3118 

95  Trend  of  passengers  carried  by,  and 
trend  of  gross  operating  revenue  of, 

Pittsburgh  Railways  Company  and  Received 
Philadelphia  Transportation  Com-  under 
pany  for  the  years  1926-1945,  inclu-  offer  of 
sive  proof  3129 

96  Operating  ratios  for  1939-1945,  in¬ 
clusive,  revenue  and  expenses  per 
vehicle  mile  for  1935-1945,  inclusive. 
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2913a 


Received  in 

Commission 

Evidence  dt 

Exhibit 

Transcript 

Number 

Description  of  Exhibit 

Page  Noi 

and  operating  expenses  in  cents  per 
vehicle  mile  for  1945  and  for  1941-  Received 
1945  average,  of  Pittsburgh  Railways  under  I 
Company  and  Philadelphia  Trans-  offer  of  ! 
portation  Company  proof  3129 

i 

97  Railway  passenger  car  equipment  of  Received 

Pittsburgh  Railways  Company  and  under 
the  transit  industry  for  1939-1945  offer  of  j 

proof  3129 

and  on  or  before  the  time  fixed  for  argument  of  said 
cases,  the  Respondent  shall  furnish  to  the  Court  three 
copies  of  each  of  the  following  exhibits  for  the  use  of 
the  Judges  of  said  Court  sitting  at  the  time  of  the  Argu- 


ment: 

! 

i 

Received  in 

Commission 

Evidence  at 

Exhibit 

Transcript 

Number 

Description  of  Exhibit 

Page  No. 

Schedules  showing  capital  stock  out¬ 
standing,  funded  debt  outstanding, 
intercompany  notes  and  open  ac¬ 
counts  outstanding,  as  of  June  30, 

1944,  of  Pittsburgh  Railways  Com¬ 
pany  and  Subsidiaries,  Street  Rail¬ 
way  Subsidiaries  of  Philadelphia 
Company,  and  Non- Affiliated  Street  j 

Railway  Companies .  132 

Lease  dated  December  1,  1913,  from 
Philadelphia  Company  to  Equitable 
Gas  Company,  leasing  certain  real 
estate,  transportation  lines,  distrib¬ 
uting  systems  and  similar  property  45 
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2914a  Stipulation  re  Printing  of  Record. 

Commission 
Exhibit 

Number  Description  of  Exhibit 

A-11.  Lease  dated  January  1,  1923,  from 

Philadelphia  Company  to  Equitable 
Gas  Company,  leasing  all  property 
of  Philadelphia  Company  used  in  the 
production  of  natural  gas .  46 

A-13  Agreement  dated  October  14,  1901, 

between  Philadelphia  Company  and 
A  W.  Mellon,  whereunder,  inter  alia, 
Philadelphia  Company  agreed  that 

(a)  Consolidated  Traction  Co.  or  the 
United  Traction  Co.  would  lease 
the  railways,  plant  and  equip¬ 
ment  of  Monongahela  Street 
Railway  Company  for  999 years; 

(b)  Allegheny  County  Light  Com¬ 
pany  would  lease  the  electric 
plant  of  Monongahela  Light  & 

Power  Company  for  999  years; 

(c)  United  Traction  Company  would 
lease  the  railways,  plant  and 
equipment  of  Pittsburgh  and 
Birmingham  Traction  Company 
for  999  years ; 

(d)  Philadelphia  Company  would 
buy  certain  shares  of  stock  of 
certain  street  railway  compa¬ 
nies,  and  would  guarantee  the 
performance  by  the  lessees  of 

all  the  covenants  of  the  leases . .  132 

A-14  Lease  from  Monongahela  Light  and 

Power  Company  to  Allegheny  County 
Light  Company  and  guaranty  by 
Philadelphia  Company  dated  Janu¬ 
ary  1,  1902 .  515 


Received  in 
Evidenced 
Transcript 
Page  No. 
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Commission 

Exhibit 

Number 

A-15 


A-16 


A-21 


A-22 


A-23 


2915a 


Received  in  j 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No,  j 

Agreement  between  Philadelphia 
Company,  Duquesne  Light  Company 
and  Monongahela  Light  and  Power 
Company,  dated  May  11,  1927, 
whereby  inter  alia  Duquesne  assumed 
the  obligations  of  Allegheny  County 
Light  Company  under  the  lease 
(Commission’s  Exhibit  A-14),  with¬ 
out  affecting  the  obligation  of  Phila- 

I 

delphia  Company  as  guarantor .  516 


Schedule  of  guarantees  by  Philadel¬ 
phia  Company  relating  to  obligations 
of  street  railways  companies  as  of 
December  31,  1942  . 

Agreement  between  Finleyville  Oil 
and  Gas  Company  and  Equitable  Gas 
Company,  dated  November  14,  1931, 
actually  executed  and  delivered  on 
December  31,  1931,  covering  inter 
alia  the  sale  of  gas  by  Finleyville  to 
Equitable  . 

Agreement  between  Finleyville  Oil 
and  Gas  Company  and  Equitable  Gas 
Company,  dated  January  28,  1933, 
amending  the  prior  agreement  of  No¬ 
vember  14,  1931  (Exhibit  A-21) _ 

Agreement  between  Finleyville  Oil 
and  Gas  Company  and  Equitable  Gas 
Company,  dated  November  14,  1946, 
covering  the  delivery  of  gas  by  Fin¬ 
leyville  to  Equitable . 


566 


3376 


-i 


3377 


3377 
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CUymmission 

Exhibit 

Number 

A-24 


A-29 


A-30 


A-31 


Received  in 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No. 

Agreement  between  Philadelphia 
Company  and  D.  Herbert  Hostetter 
and  such  other  holders  of  shares  of 
the  preferred  stock  of  The  Consoli¬ 
dated  Gas  Company  of  the  City  of 
Pittsburgh  as  may  become  parties 
thereto,  dated  December  11,  1907, 
whereunder,  inter  alia,  Philadelphia 
Company  guaranteed  to  said  parties 
the  payment  of  dividends  on  said 
preferred  stock  at  the  rate  of  4%  per 
annum  on  the  par  value  thereof. . . .  3491 

Schedule  showing  loans  and  notes  be¬ 
tween  companies  in  the  Philadelphia 
Company  system  from  the  date  of 
corporate  organization  or  affiliation 
of  each  company  to  December  31, 

1946,  or,  in  the  case  of  companies  no 
longer  in  existence,  to  the  date  of 
termination  of  corporate  existence. .  3494 

Equitable  Gas  Company  —  Interest 
accrued  and  paid  on  notes  to  Pitts¬ 
burgh  and  West  Virginia  Gas  Com¬ 
pany  from  inception  to  December  31, 

1946  .  3495 

Equitable  Gas  Company — 

(a)  Depreciation  rental  accrued  on 
natural  gas  property  leased  from 
Philadelphia  Company  (from 
1920  to  1946,  both  inclusive), 
and  payment  of  such  deprecia¬ 
tion  rental 
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(b)  Rental  for  natural  gas  property- 
accrued  by  Equitable  Gas  Com- 
pany  and  amounts  paid  thereon 
for  the  years  1913  to  1946,  in¬ 
clusive 

i 

i 

| 

1 

i 

I 

i 

(c)  Interest  accrued  on  unpaid  notes 
and  unpaid  rental  due  to  Phila¬ 
delphia  Company 

| 

| 

(d)  Reconcilement  of  credits  to  ac¬ 
counts  payable  by  Equitable  Gas 
to  Philadelphia  Company,  with 
amounts  appearing  in  annual  re¬ 
ports  for  the  years  1935  to  1939, 
inclusive  . 

| 

i 

i 

3496 

A-32 

Schedule  of  additions  and  retire¬ 
ments  by  years  of  gas  plant  of  Equi¬ 
table  Gas  Company  per  books  for  the 
years  1889  to  1946,  inclusive . 

i 

3496 

A-33 

Agreement  between  Philadelphia 
Company  and  Equitable  Gas  Com¬ 
pany  dated  July  1,  1899  for  the  sale 
by  Philadelphia  Company  to  Equi¬ 
table  Gas  Company  of  natural  gas. . 

i 

3497 

A-34 

Duquesne  Light  Company  —  Esti¬ 
mated  schedules  of  appropriations 
and  cash  expenditures  for  system  im¬ 
provement  for  the  years  1947  to  1951, 
inclusive . 

i 

| 

i 

| 

3497 

A-35 

Duquesne  Light  Company — Treasur¬ 
er’s  statement  of  estimated  cash  col¬ 
lections  and  disbursements  for  the 
years  1947  to  1951,  inclusive . 

1 

3498 

2918a 
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A-41 


A.-42 


A-43 


A-44 


A-45 
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Duquesne  Light  Company — Treasur¬ 
er's  statement  of  cash  collections  and 
disbursements  for  the  year  1947,  Jan¬ 
uary  through  April  actual,  May 
through  December  estimated .  3498 

Duquesne  Light  Company — Treasur¬ 
er's  statement  of  estimated  cash  col¬ 
lections  and  disbursements  for  the 
year  1948  .  3499 

Allegheny  County  Steam  Heating 
Company — Statement  of  income  and 
earned  surplus  for  the  years  ended 
December  31,  1932  to  1946,  inclusive  3500 

Pittsburgh  and  West  Virginia  Gas 
Company — Statement  of  income  and 
earned  surplus  for  the  years  ended 
December  31,  1932  to  1946,  inclusive  3500 

Equitable  Gas  Company — Statement 
of  income  and  earned  surplus  for  the 
years  ended  December  31,  1932  to 
1946,  inclusive  . .  3501 

Kentucky  West  Virginia  Gas  Com¬ 
pany  —  Statement  of  income  and 
earned  surplus  for  the  years  ended 
December  31,  1932  to  1946,  inclusive  3501 

Philadelphia  Oil  Company  —  State¬ 
ment  of  income  and  earned  surplus 
for  the  years  ended  December  31, 

1932  to  1946,  inclusive .  3501 

Finleyville  Oil  and  Gas  Company — 

Statement  of  income  and  earned  sur¬ 
plus  for  the  years  ended  December 
31,  1932  to  1946,  inclusive .  3502 
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A-47 


A-48 


A-49 


A-52 
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-  - 

I 

Cheswick  and  Harmar  Railroad 
Company — Statement  of  income  and 
earned  surplus  for  the  years  ended 
December  31,  1932  to  1946,  inclusive  3502 

Equitable  Auto  Company  —  State¬ 
ment  of  income  and  earned  surplus 
for  the  years  ended  December  31, 

1932  to  1946,  inclusive .  3503  j 

Equitable  Real  Estate  Company — 

Statement  of  income  and  earned  sur¬ 
plus  for  the  years  ended  December 
31,  1932  to  1946,  inclusive .  3503  | 

Equitable  Sales  Company  —  State¬ 
ment  of  income  and  earned  surplus 
for  the  years  ended  December  31, 

1932  to  1946,  inclusive .  3503 

i 

Duquesne  Light  Company  —  State¬ 
ment  of  temporary  bank  loans  and 
payments  thereof  from  May  1,  1941 
to  August  28,  1944  .  3506  j 


A-55  Statement  of  capital  stocks  of  Phila¬ 

delphia  Company  issued  and  sold  by 
the  Company  since  January  1,  1939, 
to  December  31,  1946;  schedules 
showing  securities  of  Philadelphia 
Company  other  than  capital  stock  is¬ 
sued  or  sold  since  date  of  inception  to 
December  31,  1946,  the  total  consid¬ 
eration  received  for  each  such  secur¬ 
ity  and  the  accounts  credited  there¬ 
with;  and  Schedules  showing  each 
security  issued  or  sold  since  date  of 
inception  to  December  31,  1946,  the 
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total  consideration  received  for  each 
such  security  and  the  accounts  cred¬ 
ited  therewith,  as  to  each  of  the  fol¬ 
lowing: 

Duquesne  Light  Company 
Allegheny  County  Steam  Heating 
Company 

Harwick  Coal  and  Coke  Company 
Pittsburgh  and  West  Virginia  Gas 
Company 

Equitable  Gas  Company 
Philadelphia  Oil  Company 
The  Consolidated  Gas  Company  of 
the  City  of  Pittsburgh 
Finleyville  Oil  and  Gas  Company 
Kentucky  West  Virginia  Gas  Com¬ 
pany 

Equitable  Auto  Company 
Cheswick  and  Harmar  Railroad 
Company 

Equitable  Real  Estate  Company 
Equitable  Sales  Company .  3508 

A-58  Statements  of  gross  additions  to 

property  for  the  years  ended  Decem¬ 
ber  31,  1939  to  1946,  inclusive,  and 
method  of  financing  thereof,  for  each 
of  the  following  companies  : 

Philadelphia  Company 
Duquesne  Light  Company 
Cheswick  and  Harmar  Railroad 
Company 

Allegheny  County  Steam  Heating 
Company 

Equitable  Gas  Company 
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Pittsburgh  and  West  Virginia  Gas 
Company 

Kentucky  West  Virginia  Gas  Com¬ 
pany 

Finleyville  Oil  and  Gas  Company 
Philadelphia  Oil  Company 
Equitable  Auto  Company 
Equitable  Real  Estate  Company 
Equitable  Sales  Company .  3669 

Schedule  showing  per  cent,  of  com¬ 
mon  stock  dividends  paid  by  Du- 
quesne  Light  Company  to  net  income 
applicable  to  common  stock  of  Du- 
quesne  Light  Company  and  to  gross 
revenues  of  Philadelphia  Company, 
etc .  3672 


Philadelphia 

Exhibit 

Number 


Schedule  of  rates  of  Duquesne  Light 
Company  . 

Schedule  of  rates  of  Equitable  Gas 
Company  . 

Agreement  dated  January  10,  1923 
between  Pittsburgh  and  West  Vir¬ 
ginia  Gas  Company  and  Equitable 
Gas  Company  with  supplements  dat¬ 
ed  January  1,  1924;  December  31, 
1924;  December  31,  1926;  February 
14,  1928;  February  21,  1933,  and 
February  26,  1937  . 


2531 
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13  Agreement  dated  November  8,  1937 
between  Kentucky  West  Virginia 
Gas  Company  and  Pittsburgh  and 

West  Virginia  Gas  Company .  270 

14  Agreement  dated  November  8,  1937 

between  Kentucky  West  Virginia  Gas 
Company  and  Louisville  Gas  and 
Electric  Company .  271 

21  Statement  of  designation,  rights  and 

restrictions  of  the  various  classes  of 
stocks  of  Philadelphia  Company. . . .  310 

23  Statement  of  designation,  rights  and 

restrictions  on  various  classes  of 
stocks  of  Duquesne  Light  Company. .  364 

76  Interim  agreement  between  Texas 

Eastern  Transmission  Corporation 
and  Equitable  Gas  Company  dated 
April  18,  1947,  for  sale  of  gas  from 
Big  Inch  pipe  line  to  Equitable  Gas 
Company  .  2535 

77  Agreement  between  Texas  Eastern 
Transmission  Corporation  and  Equi¬ 
table  Gas  Company  dated  April  18, 

1947,  providing  for  the  sale  of  gas 
from  the  Big  Inch  pipe  line  to  Equi¬ 
table  Gas  Company .  2535 

111  Order  of  Federal  Power  Commission 

of  June  12,  1947  changing  present  al¬ 
location  of  emergency  deliveries  of 
gas  from  the  Big  Inch  Lines .  3350 


It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that  the 


Stipulation  re  Printing  of  Record.  2923a 

exhibits  hereinafter  described  shall  not  be  printed  in 
the  printed  transcript  of  record  to  be  filed  with  said 
Court,  but  that,  since  said  exhibits  constitute  decisions 
of  a  court  and  of  the  Securities  and  Exchange  Commis¬ 
sion,  the  Court  shall  take  judicial  notice  thereof,  and 
that,  in  the  briefs  and  at  the  argument  of  these  cases, 
any  party  to  said  cases  may  refer  to  any  or  all  thereof. 
The  exhibits  to  which  the  foregoing  stipulation  applied 
are  as  follows : 

Received  in 
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Transcript 
Page  No. 
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A-28  Opinion  of  the  Superior  Court  of 

Pennsylvania,  filed  on  March  11, 

1947,  in  the  case  of  Equitable  Gas 
Company,  Appellant  v.  The  Pennsyl¬ 
vania  Public  Utility  Commission, 
with  reference  to  an  increase  in  rates 
proposed  by  Equitable  to  be  effec¬ 
tive  February  10,  1945  (160  Pa. 

Super.  458)  .  3493 


incorporated  Findings,  Opinion  and  Order  of  the 
by  reference  Commission  In  the  Matter  of  Phila¬ 
delphia  Company  (File  No.  43-271, 
promulgated  January  30,  1940),  the 
Findings  and  Opinion  being  reported 
in  6  S.E.C.  752 .  303 


Incorporated  Findings,  Opinion  and  Order  of  the 
by  reference  Commission  In  the  Matter  of  Phila¬ 
delphia  Company  and  Standard  Gas 
and  Electric  Company  (File  No.  70- 
324,  promulgated  June  11,  1941),  the 
Findings  and  Opinion  being  reported 
in9S.E.C.  532  .  304 
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Incorporated  Findings,  Opinion  and  Order  of  the 
by  reference  Commission  In  the  Matter  of  Stand¬ 
ard  Gas  and  Electric  Company  (File 
No.  54-72)  and  Standard  Gas  and 
Electric  Company  (File  No.  59-66), 
promulgated  November  15,  1944, 
published  by  the  Commission  as 
Holding  Company  Act  of  1935  Re¬ 
lease  No.  5430  .  304 

It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that  the 
exhibits  hereinafter  described  shall  not  be  printed  in 
the  printed  transcript  of  record  to  be  filed  with  said 
Court,  because  either  the  material  contained  therein  is 
duplicated  in  other  parts  of  the  record  to  be  printed  in 
accordance  with  the  stipulation  of  the  parties  or  it  is 
believed  that  the  material  contained  therein  is  not  rel¬ 
evant  or  material  to  the  issues  presented  to  the  Court 
for  review  in  the  present  proceedings.  The  exhibits  to 
which  the  foregoing  stipulation  applies  are  as  follows: 

Received  in 

Commission  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 

A-l  Notice  of  and  Order  instituting  Pro¬ 

ceedings  and  directing  hearing  pur¬ 
suant  to  Section  11(b)(2)  of  the 
Public  Utility  Holding  Company  Act 
of  1935;  Notice  of  and  Order  recon¬ 
vening  hearing  pursuant  to  Section 
11  (b)  (1)  thereof ;  and  Order  for  con¬ 
solidation,  issued  by  the  Commission 
on  December  5, 1946  (being  the  same 
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as  the  Notices  and  Orders  included 
under  Pleadings  and  documents  in 
the  nature  thereof,  supra) .  27 

A-2  Holding  Company  Act  Release  No. 

7025,  released  by  the  Commission  on 
December  6,  1946  (embodying  the 
Notices  and  Orders  embraced  in 
Commission’s  Exhibit  A-l)  .  27 

i 

A-3  Petition  of  Philadelphia  Company  et 

al.,  dated  December  30,  1946,  for  ex¬ 
tension  of  time  for  filing  answers  and 
for  extension  of  time  for  hearing, 
and  Order  of  Commission  of  Janu¬ 
ary  3,  1947,  extending  the  time  for 
filing  answers  and  postponing  the 
date  for  hearing .  28 

A-4  Holding  Company  Act  Release  No. 

7117,  released  by  the  Commission  on 
January  6,  1947  (embodying  the  Or¬ 
der  of  the  Commission  embraced  in 
Commission’s  Exhibit  A-3)  . 

A-5  Items  1,  2,  3,  4  and  9  in  the  U-5S 

report*  of  Philadelphia  Company  for 
1942,  giving  the  following  informa¬ 
tion: 

Item  1.  Exact  name  of  registrant; 

Item  2.  Address  of  principal  execu¬ 
tive  office  of  registrant ; 

Item  3.  The  name  of  the  top  parent 
registered  holding  company ; 

♦Being  the  annual  supplement  to  the  registration  state¬ 
ment. 


29 
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Item  4.  The  name  of  the  company, 
the  state  and  date  of  organi¬ 
zation,  of  the  kind  of  busi¬ 
ness  and  the  percent  of  vot¬ 
ing  securities  owned  by  sys¬ 
tem  companies,  for  the  reg¬ 
istrant  and  each  subsidiary 
thereof  as  of  the  end  of  the 
prior  calendar  year; 

Item  9.  The  following  information 
concerning  all  investments 
of  the  registrant  and  each 
subsidiary  thereof  as  of  the 
end  of  the  prior  calendar 
year,  in  each  security  of  the 
registrant  and  each  subsid¬ 
iary  thereof : 

a.  Name  of  Owner 

b.  Security  owned 

c.  Name  of  issuer 

d.  Number  of  shares  or 
principal  amount  owned 

e.  Value  per  books  of  issuer 

f.  Carrying  value  to  owner 

g.  Cost  to  system  company 

originally  acquiring  se¬ 
curity  .  31 

A-5-a  Items  1,  2,  3,  4  and  9  in  the  U-5S 

report  of  Philadelphia  Company  for 
1943,  giving  the  same  information  as 
above  stated  under  Commission’s  Ex¬ 
hibit  A-5 
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31 
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by  reference 
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Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Philadelphia  Company  for 

1944,  giving  the  same  information 
as  above  stated  under  Commission's 

Exhibit  A-5 .  32 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Philadelphia  Company  for 

1945,  giving  the  same  information  as 

above  stated  under  Commission’s  Ex¬ 
hibit  A-5  .  32 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Philadelphia  Company  for 

1946,  giving  the  same  information  as 
above  stated  under  Commission’s  Ex- 

hibit  A-5 .  3510 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Philadelphia  Company  for 

1940,  giving  the  same  information 
as  above  stated  under  Commission’s 

Exhibit  A-5  .  2660 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1945,  giving  the  same 
information  as  above  stated  under 

Commission’s  Exhibit  A-5 .  33 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1940,  giving  the  same 
information  as  above  stated  under 

Commission’s  Exhibit  A-5 .  3510 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1946,  giving  the  same 
information  as  above  stated  under 
Commission’s  Exhibit  A-5  .  2660  j 


i 


i 

i 

t 

I 
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Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Standard  Power  and  Light 
Corporation  for  1945,  giving  the 
same  information  as  above  stated 
under  Commission’s  Exhibit  A-5 ...  34 

Items  1,  2,  3,  4  and  9  in  the  U-5S 
report  of  Standard  Power  and  Light 
Corporation  for  1946,  giving  the 
same  information  as  above  stated 
under  Commission’s  Exhibit  A-5 _  2660 

Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1945,  giving  the  fol¬ 
lowing  information: 

16(a)  Positions  and  compensation  of 
officers  and  directors  of  the 
registrant  and  each  subsidiary 
thereof ; 

16(b)  Names  and  compensation  of 
certain  employees  of  the  reg¬ 
istrant  and  each  subsidiary 
thereof ; 

16(c)  Information  as  to  the  indebt¬ 
edness  to  system  companies 
owing  by  the  officers,  direc¬ 
tors  and  employees  listed  un¬ 
der  Items  16(a)  and  16(b); 

16(d)  Provisions  of  contracts  be¬ 
tween  any  officer,  director  and 
employee  listed  under  Items 
16(a)  and  16(b)  and  the  reg¬ 
istrant  or  any  subsidiary 
thereof ; 
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I 

16(e)  Names  of  officers  and  direc-  j 

tors  of  the  registrant  and  each 
subsidiary  thereof  having 
financial  connections  within 
the  meaning  of  Section  17  (c) 

of  the  Act .  36  ' 

i 

Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1940,  giving  the  same 
information  as  above  stated  under 
Commission’s  Exhibit  A-6 .  3510  j 

Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Standard  Gas  and  Electric 
Company  for  1946,  giving  the  same 
information  as  above  stated  under 
Commission’s  Exhibit  A-6 .  2660  i 


Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Philadelphia  Company  for 

1945,  giving  the  same  information 

as  above  stated  under  Commission’s 
Exhibit  A-6 . 

Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Philadelphia  Company  for 
1940,  giving  the  same  information  as 
above  stated  under  Commission’s  Ex¬ 
hibit  A-6  . 

Items  16(a)  to  16(e)  in  the  U-5S 
report  of  Philadelphia  Company  for 

1946,  giving  the  same  information 

as  above  stated  under  Commission’s 
Exhibit  A-6 . 


I 

35101 


i 


2660 

j 


l 
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A-7-b 


A-7-c 
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Exhibits  D  and  F  to  the  U-5S  report 
of  Philadelphia  Company  for  1941, 
said  exhibits  being  as  follows : 

Exhibit  D.  Consolidating  state¬ 
ment  of  income  and  surplus  of  the 
Registrant  and  each  subsidiary  there¬ 
of  for  1941,  together  with  the  con¬ 
solidating  balance  sheet  of  the  regis¬ 
trant  and  each  subsidiary  thereof  as 
of  December  31,  1941; 

Exhibit  F.  Annual  reports  to  stock¬ 
holders  of  Philadelphia  Company  and 
Duquesne  Light  Company  for  the 
year  ended  December  31,  1941 . 

Exhibits  D  and  F  to  the  U-5S  report 
of  Philadelphia  Company  for  1942, 
being  similar  to  the  exhibits  men¬ 
tioned  under  Commission's  Exhibit 
A-7  above,  except  as  to  the  period 
covered .  38 

Exhibits  D  and  F  to  the  U-5S  report 
of  Philadelphia  Company  for  1943, 
being  similar  to  the  exhibits  men¬ 
tioned  under  Commission’s  Exhibit 
A-7  above,  except  as  to  the  period 
covered .  39 

Exhibits  D  and  F  to  the  U-5S  re¬ 
port  of  Philadelphia  Company  for 
1944,  being  similar  to  the  exhibits 
mentioned  under  Commission’s  Ex¬ 
hibit  A-7  above,  except  as  to  the  pe¬ 
riod  covered  . - _  39 


37 


i 


8.3- 
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A-7-d  Exhibits  D  and  F  to  the  U-5S  re¬ 

port  of  Philadelphia  Company  for 
1945,  being  similar  to  the  exhibits 
mentioned  under  Commission's  Ex¬ 
hibit  A-7  above,  except  as  to  the  pe¬ 
riod  covered  .  39  j 

Incorporated  Exhibits  D  and  F  to  the  U-5S  report 
by  reference  of  Philadelphia  Company  for  1940, 
being  similar  to  the  exhibits  men¬ 
tioned  under  Commission’s  Exhibit 
A-7  above,  except  as  to  the  period 
covered .  3510 

i 

Incorporated  Exhibits  D  and  F  to  the  U-5S  report 
by  reference  of  Philadelphia  Company  for  1946, 
being  similar  to  the  exhibits  men¬ 
tioned  under  Commission’s  Exhibit 
A-7  above,  except  as  to  the  period 
covered .  2660 


41  | 

. 

! 

♦Note:  Form  U-14-3  is  the  form  presented  for  filing 
annual  accounting  reports  for  companies  subject  to  the  Uni¬ 
form  System  of  Accounts  for  Public  Utility  Holding  Com¬ 
panies. 


A-7-e  “Account  200”  being  the  income  ac¬ 

counts  appearing  in  the  Form  U-14-3 
reports*  of  Philadelphia  Company, 
for  the  years  1941  through  1945,  in¬ 
clusive,  giving  specific  information 
under  the  general  headings  of  In¬ 
come,  Expenses,  Other  Deductions 
from  Income  and  Appropriations  of 
Net  Income . 


2932a  Stipulation  re  Printing  of  Record. 


Commission 

Exhibit 

Number  Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No. 


A-12-a 


A-12-b 


A-12-c 


A-17 


A-18 


Prospectus  issued  as  of  June  25, 

1941,  in  connection  with  the  offer  of 
$48,000,000  principal  amount  of 
4^4%  Collateral  Trust  Sinking  Fund 
Bonds  of  Philadelphia  Company 
dated  July  1,  1941,  due  July  1,  1961  49 

Prospectus  issued  as  of  June  25, 

1941,  in  connection  with  the  offer  of 
$12,000,000  principal  amount  of 
2%%  Collateral  Trust  Serial  Notes 
of  Philadelphia  Company  dated  July 
1,  1941  .  49 

Prospectus  issued  as  of  June  25, 

1941,  in  connection  with  the  offer  by 
Philadelphia  Company  to  certain 
classes  of  its  capital  stock  of  390,290 
shares  of  its  common  capital  stock. .  49 

Moody's  Bond  Yield  Averages,** 
based  on  bonds  of  40  public  utilities, 
according  to  ratings,  from  January 


1935  to  March  1947,  both  inclusive. .  3306 

Actual  costs**  of  high  quality  elec¬ 
tric  and  gas  utility  bond  issues  of¬ 
fered  since  1935  and  subsequently 
refunded  .  3670 


**Note:  Commission’s  Exhibits  A17, 18, 19  and  20,  inclu¬ 
sive,  were  offered  and  received  in  evidence  as  rebuttal  to  the 
testimony  offered  by  Philadelphia  Company  as  to  the  financial 
policy  followed  by  Philadelphia  Company  and  its  principal  sub¬ 
sidiaries  since  1935  with  reference  to  the  refunding  of  the 
publicly-held  securities  of  Philadelphia  Company  and  its  sub¬ 
sidiaries,  and  the  wisdom  and  soundness  of  that  policy. 


1 


Stipulation  re  Printing  of  Record.  2933a 


Commission 

Exhibit 

Number 


A-19 


A-20 


A-50 


A-51 


Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No. 


Actual  costs**  of  high  quality  elec¬ 
tric  and  gas  utility  bond  issues  of¬ 
fered  since  1935  and  subsequently 
refunded  between  1940  and  1944 
(computation  of  30  year  weighted 
average  costs  on  assumption  that 
refunding  issue  was  subsequently  re¬ 
funded  in  April,  1946) . 


367i 


Bond  issues**  of  electric  and  gas 
utilities  from  February  to  June, 
1946,  inclusive  (giving  the  name  of 
the  company,  the  amount  of  the  is¬ 
sue,  the  security,  S  &  P's  quality 
rating  and  the  approximate  date  of 
offering)  . 

Memorandum  of  views  of  the  Com¬ 
mission  accompanying  adoption  of 
rule  amending  Rule  U-49(c),  Hold¬ 
ing  Company  Act  of  1935  Release  No. 
7237-A  . 

Order  of  Commission  adopting  rule 
amending  Rule  U-49(c)  Holding 
Company  Act  of  1935  Release  No. 
7237-B  . 


3309 

i 

i 

Notadh 

mitted, 

see 

P.3504 

i 

Not  ad- 
mitted, 
see  1 
P.3504 


**Note:  Commission's  Exhibits  A17, 18, 19  and  20,  inclu¬ 
sive,  were  offered  and  received  in  evidence  as  rebuttal  to  the 
testimony  offered  by  Philadelphia  Company  as  to  the  financial 
policy  followed  by  Philadelphia  Company  and  its  principal  sub¬ 
sidiaries  since  1935  with  reference  to  the  refunding  of  the 
publicly-held  securities  of  Philadelphia  Company  and  its  sub¬ 
sidiaries,  and  the  wisdom  and  soundness  of  that  policy. 


2934a 


Stipulation  re  Printing  of  Record. 


Commission 

Exhibit 

Number 

A-53 

A-54 


A-56 

i 

A-57 

A-59 


Received  in 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No. 

Cost  and  yield  of  new  bond  issues  of 
electric  and  gas  utilities  (by  Stand¬ 
ard  &  Poor’s  Quality  Ratings)  for 
1935  to  1946,  inclusive . .  3506 

Statement  showing  by  years  compari¬ 
son  of  amounts  of  appropriations  for 
retirement  reserves  and  depletion 
charged  to  income  or  surplus  as  per 
books  of  company,  amounts  of  depre¬ 
ciation  and  depletion  claimed  in  Fed¬ 
eral  income  tax  returns  and  amounts 
allowed  by  Bureau  of  Internal  Rev¬ 
enue  for  years  which  have  been  set¬ 
tled,  for  each  of : 

Philadelphia  Company 
Duquesne  Light  Company 
Pittsburgh  and  West  Virginia 
Gas  Company 
Equitable  Gas  Company 
Kentucky  West  Virginia  Gas 


Company  .  3507 

Annual  reports  of  Duquesne  Light 
Company  to  its  stockholders  for  the 
years  1929  to  1939,  inclusive .  3509 

Annual  reports  of  Philadelphia  Com¬ 
pany  to  its  stockholders  for  the  years 
1929  to  1939,  inclusive .  3509 


Duquesne  Light  Company — Schedule 
showing  cash  and  net  current  assets 
as  of  December  31,  1936  to  1946,  in¬ 
clusive;  aggregate  redemption  pre¬ 
mium  on  First  Mortgage  3y2  %  Bonds 
due  1965  .  3671 


Stipulation  re  Printing  of  Record. 


2935a 


Received  in 

Philadelphia  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 


3  An  act  of  the  General  Assembly  of 
Pennsylvania  approved  March  22, 

1871,  entitled  “An  Act  to  incorporate 
the  Empire  Contract  Company  and 
define  the  powers  thereof,”  and  an 
Act  of  the  same  legislature,  approved 
April  7,  1870,  entitled  “An  Act  to 
incorporate  the  Pennsylvania  Com¬ 
pany”  .  140 

i 

i 

4  Certificate  of  Reorganization  after 
sale  of  rights  and  franchises  of  the 
Rio  Grande  Extension  Company, 
forming  Philadelphia  Company,  filed 
in  the  Office  of  the  Secretary  of  the 
Commonwealth  of  Pennsylvania  on 

June  11, 1884  .  14b 

j 

6  Financial  Statements  as  of  December 

31,  1946  of  Philadelphia  Company 
and  Subsidiary  Companies  (not  in¬ 
cluding  Pittsburgh  Railways  Com¬ 
pany  and  Subsidiaries  and  other 
Street  Railway  Subsidiaries  of  Phila¬ 
delphia  Company)  .  181 

I 

15  Schedule  of  rates  and  fares  for  street 

car  service  in  Pittsburgh  and  sur¬ 
rounding  territory  issued  by  the 
Trustees  of  Pittsburgh  Railways 
Company  .  2?3 

17  Schedule  of  rates  and  fares  for  motor 

coach  service  in  Pittsburgh  and  sur¬ 
rounding  territory,  issued  by  the 
Trustees  of  Pittsburgh  Motor  Coach 
Company  .  281 


2936a  Stipulation  re  Printing  of  Record. 


Philadelphia 

Exhibit 

Number 

19 


20 


22 


Incorporated 
by  reference 


Received  in 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No. 

Indenture  from  Philadelphia  Com¬ 
pany  to  the  First  National  Bank  of 
the  City  of  New  York,  Trustee,  dated 
July  1,  1941,  securing  41/4%  Collat¬ 
eral  Trust  Sinking  Fund  Bonds  and 
2%%  Collateral  Trust  Serial  Notes  306 

Registration  Statement  (Form  A-2) 
under  Securities  Act  of  1933  of  Phila¬ 
delphia  Company  (not  including  post¬ 
effective  amendment),  covering  the 
registration  of  the  4 ^4%  Collateral 
Trust  Sinking  Fund  Bonds  and  2%  % 

Collateral  Trust  Serial  Notes  of  Phil¬ 
adelphia  Company  (excepting  Ex. 

I-A-A-2  and  Ex.  I-A-A-3  to  the  Reg¬ 
istration  Statement,  which  are  to  be 
treated  as  physical  exhibits  as  here¬ 
inbefore  stated)  .  307 

First  Mortgage  and  Deed  of  Trust 
from  Duquesne  Light  Company  to 
The  Union  Trust  Company  of  Pitts¬ 
burgh,  Trustee,  dated  April  1,  1927, 
together  with  Supplemental  Inden- 
dures  thereto  as  follows : 

Exhibit  22  A  dated  October  14,  1927 
Exhibit  22  B  dated  March,  1,  1932 
Exhibit  22  C  dated  March  19,  1934 
Exhibit  22  D  dated  June  1,  1935  un¬ 
der  which  the  First  Mortgage  3 Yo% 

Bonds,  due  1965  of  Duquesne  Light 
Company  were  issued .  350 

Registration  Statement  (Form  A-2) 
under  Securities  Act  of  1933  of  Du¬ 
quesne  Light  Company,  covering  the 


Stipulation  re  Printing  of  Record . 


2937a 


Philadelphia 

Exhibit 

Number 

Received  in 
Evidence  at  j 
Transcript 

Description  of  Exhibit  Page  No. 

registration  of  the  First  Mortgage 
ZY2%  Bonds,  due  1965  of  Duquesne 
Light  Company . 

i 

351  ! 

47* 

New  Bond  issues  of  electric  and  gas 
utilities  by  Standard  &  Poor’s  Corpo¬ 
ration  Quality  Ratings . 

j 

i 

734 

i 

48* 

Standard  &  Poor’s  public  utility  bond 
yields  by  quality  ratings . 

737 

i 

49* 

Offering  yield-cost  to  company-prin¬ 
cipal  amount  of  new  A1+  electric 
and  gas  utility  bonds . 

1 

J 

j 

748 

50* 

Spread  between  cost  to  company  and 
offering  yield  of  new  bond  issues  of 
electric  and  gas  utilities . 

• 

■  S 

i 

i 

753 

51* 

Summary  of  A1+  quality  bond  offer¬ 
ings  and  calls  of  electric  and  gas  utili¬ 
ties  . 

1 

1 

1 

756 

52* 

Amount  offered  and  range  of  offer¬ 
ing  yields  of  new  preferred  stocks  of 
electric  and  gas  utilities . 

| 

! 

760 

1 

53* 

Annual  price  range  of  Duquesne 
Light  Company  securities . 

1 

j 

766 

1 

54* 

Actual  cost  of  electric  and  gas  utility 
refunding  of  high  quality  bonds. . . . 

774 

♦Note:  Philadelphia  Exhibits  47  to  57  inclusive  were  of¬ 
fered  and  received  in  evidence  in  connection  with  the  testimony 
of  the  witness  Merrill,  an  expert  witness  as  to  the  financial 
policy  followed  since  1935  with  reference  to  the  refunding  of 
the  publicly-held  securities  of  Philadelphia  Company  and  Du- 
quesne  Light  Company  and  the  wisdom  and  soundness  of  that 
policy. 


j 

I 


2938a  Stipulation  re  Printing  of  Record. 


Philadelphia 

Exhibit 

Number  Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No. 


55*  Duquesne  Light  Company  vs.  other 

companies  with  A14-  bonds .  816 

56*  Computed  cost  to  Duquesne  Light  825 

Company  of  bond  capital  from  1935  and 

to  1965  .  3329 


57* 

84 

I 

85 

i 

87 


i 


98 


Annual  price  range  of  Philadelphia 


Company  securities .  851 

Certified  copy  of  Certificate  of  Incor¬ 
poration  of  Standard  Research  Con¬ 
sultants,  Inc.,  as  amended. . .  2942 

Certified  copy  of  the  by-laws  of 
Standard  Research  Consultants,  Inc.  2943 


Opinion  Letter  from  Booth  &  Barron 
of  New  York,  dated  June  23,  1947  as 
to  the  due  incorporation  of  Standard 
Research  Consultants,  Inc.,  the  own¬ 
ership  of  stock  therein  by  Paul  B. 

Coffman,  the  due  and  valid  character 
of  the  contract  between  that  company 
and  Philadelphia  Company  relative  Notad- 
to  the  making  of  the  Coffman  studies,  mitted. 


and  the  authority  of  Mr.  Coffman  to  see  p. 
testify  in  these  proceedings .  2945 

Photograph  of  the  Central  Building 
of  Equitable  Real  Estate  Company. .  3173 


*Note:  Philadelphia  Exhibits  47  to  57  inclusive  were  of¬ 
fered  and  received  in  evidence  in  connection  with  the  testimony 
of  the  witness  Merrill,  an  expert  witness  as  to  the  financial 
policy  followed  since  1935  with  reference  to  the  refunding  of 
the  publicly-held  securities  of  Philadelphia  Company  and  Du¬ 
quesne  Light  Company  and  the  wisdom  and  soundness  of  that 
policy. 


Stipulation  re  Printing  of  Record . 


Philadelphia 

Exhibit 

Number 

99 

100  and  101 

102 

103 

104 

105 

106 

107 


2939a 

Received  in 
Evidence  at 
Transcript 

Description  of  Exhibit  Page  No. 

Map  showing  location  of  Central 
Building  of  Equitable  Real  Estate 
Company  .  3174 

i 

Photographs  of  Duquesne  Building 
and  Allegheny  County  Steam  Heat¬ 
ing  Company  Building .  3182 

Aerial  photograph  of  downtown  area 
of  Pittsburgh,  showing  location  of 
Central  Building  and  Duquesne 
Building .  3186 } 

i 

List  of  bonds  used  in  Standard  & 

Poor’s  Public  Utility  Bond  Index 

from  January  1,  1947  to  July  7,  1947  3323  j 

Comparison  of  Bond  utility  bond 

yield  averages  according  to  Standard  j 

&  Poor’s  bond  index  for  A1+  Bonds, 

and  according  to  Moody’s  bond  index 

for  Aaa  Bonds  for  1937-1947,  inc. . .  3325 

i 

Standard  &  Poor’s  public  utility  bond 
yields  for  A1+  bonds,  according  to 
old  and  new  index  for  1945  and  1946  3328 

i 

i 

List  of  bonds  used  in  Standard  & 

Poor’s  A1+  Public  Utility  Bond 
Yield  Index  from  January  1,  1937  to 
December  31,  1946  .  3329 

Net  property,  funded  debt,  earnings 
available  for  fixed  charges,  per  cent 
funded  debt  to  net  property,  and  per 
cent  earned  on  funded  debt,  of  gas 
and  electric  utility  companies  with 

bonds  rated  A14-  for  1935  and  1945  3359 

! 


! 


2940a  Stipulation  re  Printing  of  Record. 


Philadelphia 

Exhibit 

Number  Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No. 


108  Monthly  price  range  of  Duquesne 

Light  Company  First  Mortgage 


Bonds  Zy% %  1965,  from  December 
1938  through  April  1947  .  3342 

109  Monthly  price  range  of  Duquesne 
Light  Company  5%  First  Preferred 
Stock  ($100  par),  from  December 

1938  through  April  1947  .  3342 

110  Monthly  price  range  of  Philadelphia 
Company  securities  from  December 

1942  through  April  1947  .  3343 


Monongahela 

Street 

Railway 

Company 

Exhibit 

Number 

1  Lease  from  Monongahela  to  Consoli¬ 

dated  Traction  Company  and  guar¬ 
antee  by  Philadelphia  Company,  dat¬ 
ed  January  1,  1902 .  58 

2  Description  and  inventory  of  prop¬ 

erty  turned  over  by  Monongahela  to 
Consolidated  pursuant  to  the  lease 
mentioned  at  “1”  above .  62 

3  Supplemental  lease  from  Mononga¬ 
hela  to  Consolidated  and  guarantee 
by  Philadelphia  Company  dated  April 

22,  1929  .  70 

4  Adjudication  of  the  Court  of  Com¬ 
mon  Pleas  of  Allegheny  County,  Pa., 
at  No.  1178  April  Term  1943  in  the 


Stipulation  re  Printing  of  Record . 

2941a 

Monongahela 

i 

i 

.  i 

Street 

i 

Railway 

Received  in 

Company 

Evidenced 

Exhibit 

Transcript 

Number 

Description  of  Exhibit 

Page  No. 

suit  of  Monongahela  v.  Philadelphia 
Company  involving  the  above  recited 
leases  . 

75 

5 

Final  decree  of  the  Court  in  the  suit 
referred  to  at  “4”  above . 

1 

78 

6 

Opinion  of  the  Supreme  Court  of 
Pennsylvania  in  the  suit  referred  to 
at  “4”  above  (350  Pa.  603) . 

! 

i 

i 

78 

Pittsburgh 

| 

i 

and 

| 

Birmingham 

i 

Traction 

Company 

Exhibit 

Number 

1 

i 

1 

Lease  from  Birmingham  to  United 
Traction  Company  and  guarantee 
by  Philadelphia  Company,  dated  Jan¬ 
uary  1,  1902 . 

| 

64 

2 

Description  and  inventory  of  prop¬ 
erty  turned  over  by  Birmingham  to 
United,  pursuant  to  the  lease  men¬ 
tioned  at  “1”  above . 

1 

i 

67 

3 

Supplemental  lease  from  Birming¬ 
ham  to  United  and  guarantee  by 

i 

i 

* 

Philadelphia  Company  dated  Octo¬ 
ber  25,  1929  . 

70 

4 

Adjudication  of  the  Court  of  Com¬ 
mon  Pleas  of  Allegheny  County,  Pa., 
at  No.  2193  January  Term  1940  in¬ 
volving  the  above  recited  leases . 

| 

75 

i 


2942a  Stipulation  re  Printing  of  Record. 


Pittsburgh 

and 

Birmingham 

Traction  Received  in 

Company  Evidence  at 

Exhibit  Transcript 

Number  Description  of  Exhibit  Page  No. 


5 

5-A 

6 

i 


Suburban 

Rapid 

Transit 

Street 

Railway 

Company 

Exhibit 

Number 

1 


2 


3 


Certified  copy  of  adjudication  men¬ 
tioned  at  “4”  above  and  certified  copy 
of  decree  nisi  entered  therein . 

Letters  from  Birmingham’s  counsel 
as  to  the  final  decree  in  the  suit  re¬ 
ferred  to  at  “4”  above . 

Letter  from  Moorhead  &  Knox  to 
Commission  dated  February  19, 1947, 
asking  leave  to  be  heard  in  the  pro¬ 
ceeding  here  under  review . 


Letter  from  Richard  W.  Ahlers  to 
Commission  dated  February  20, 1947, 
asking  leave  to  be  heard  in  the  pro¬ 
ceeding  here  under  review . 

Lease  from  Suburban  to  Consolidat¬ 
ed  Traction  Company  and  guarantee 
by  Philadelphia  Company,  dated  Jan¬ 
uary  1,  1902 . 

Adjudication  and  final  decree  of  the 
Court  of  Common  Pleas  of  Allegheny 
County,  Pa.,  at  No.  1305  April  Term 
1943,  involving  the  above-recited 
lease  . 


79 

80 


104 


111 


630 


116 


Stipulation  re  Printing  of  Record. 


Standard 
Gas  and 
Electric 
Company 
Exhibit 
Number 

1 


2 


3 


Allegheny 

County 

Exhibit 

Number 

1, 2  and  3 


4 


2943a  ! 

- 

| 

! 

i 


Received  in  \ 
Evidence  at 
Transcript  j 

Description  of  Exhibit  Page  No. 


Certified  excerpts  from  the  minutes 
of  the  meetings  of  the  Board  of  Di¬ 
rectors  of  Standard  held  at  various 
dates  from  March  27,  1940  to  Janu- 
uary  15,  1943  .  1222 

! 

Certified  excerpts  from  the  minutes 
of  the  meetings  of  the  Board  of  Di¬ 
rectors  of  Standard  held  on  Decem¬ 
ber  19,  1946;  January  2,  1947;  Feb¬ 
ruary  21,  1947  and  March  20,  1947 . .  1222 

Certified  excerpt  from  the  minutes 
of  the  meeting  of  the  Board  of  Di¬ 
rectors  of  Standard  held  on  May  20, 

1947  .  1570  ! 


These  numbers  were  reserved  for  ex¬ 
hibits  to  be  later  supplied  by  Alle¬ 
gheny  County,  but  the  exhibits  were 
never  supplied. 

Bill  of  complaint  filed  by  the  City  of 
Pittsburgh,  et  al.,  v.  George  L.  Muel¬ 
ler,  et  al.,  in  the  Court  of  Common 
Pleas  of  Allegheny  County,  Pennsyl¬ 
vania,  at  No.  2978  October  Term 
1946,  involving  the  1946  strike  of 
employees  of  Duquesne  Light  Com¬ 
pany  .  3543 


2944a  Stipulation  re  Printing  of  Record . 


Allegheny 

County 

Exhibit 

Number  Description  of  Exhibit 


Received  in 
Evidence  at 
Transcript 
Page  No. 


5  Order  of  Court  of  Common  Pleas  of 

Allegheny  County,  Pennsylvania, 
granting  a  preliminary  restraining 
order  in  the  suit  mentioned  at  “4” 
above  .  3543 


Olesnicki-Riely 

Common 

Stockholders 

Protective 

Committee 

Exhibit 

Number 


1*  Disposition  of  A1+  quality  electric 

and  gas  utility  offerings  and  calls, 

1935  and  1936  .  3594 

2*  Monthly  price  range  of  Duquesne 

Light  Company  5%  First  Preferred 
Stock  ($100  par)  from  December 
1935  through  December  1938 .  3602 


3*  Selected  electric  company  preferred 

stocks  in  1936,  giving  dividend  rate, 

1936  call  price,  year  of  issue,  high 
and  low  for  1936,  1936  average  price 
and  1936  average  yield .  3606 

♦Note  :  The  Olesnicki-Riely  Exhibits  1  to  4,  inclusive,  were 
offered  and  received  in  evidence  (over  the  objection  of  coun¬ 
sel  for  Philadelphia  Company)  in  connection  with  the  testi¬ 
mony  of  the  witness  Knappen,  intended  to  be  in  rebuttal  to 
the  testimony  offered  by  Philadelphia  Company  as  to  the 
financial  policy  followed  since  1935  with  reference  to  the 
refunding  of  the  bonds  and  preferred  stock  of  Duquesne  Light 
Company. 
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2945a 


Olesnicki-Riely 
Common 
Stockholders 
Protective 
Committee 
Exhibit 

Number  Description  of  Exhibit  Page  No J 

- .  - f 

Monthly  price  range  of  Duquesne 
Light  Company  First  Mortgage 
Bonds  3Y2 %  1965,  from  December  | 

1935  through  1938  .  3613 

Statement  by  the  Committee  as  to 
the  public  holders  of  Philadelphia 
Company  common  stock  represented 
by  the  Committee,  as  of  July  23, 

1947  .  3668  j 

j 

It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that  the 
hereinafter  mentioned  portions  of  the  Transcript  of  the 
Record  as  certified  by  the  Commission  shall  not  be  print¬ 
ed  in  the  printed  transcript  of  record  to  be  filed  with  the 
said  Court,  because  either  the  material  contained  therein 
is  duplicated  in  other  parts  of  the  record  to  be  printed 
in  accordance  with  the  stipulation  of  the  parties  or  it  is 
believed  that  the  material  contained  therein  is  not  rele¬ 
vant  or  material  to  the  consideration  of  the  issues  pre¬ 
sented  to  the  Court  for  review  in  the  present  proceed¬ 
ings.  The  portions  of  said  certified  Transcript  of  Record 
mmm ^ _ 

i 

♦Note:  The  Olesnicki-Riely  Exhibits  1  to  4,  inclusive,  were 
offered  and  received  in  evidence  (over  the  objection  of  coun¬ 
sel  for  Philadelphia  Company)  in  connection  with  the  testi¬ 
mony  of  the  witness  Knappen,  intended  to  be  in  rebuttal  to 
the  testimony  offered  by  Philadelphia  Company  as  to  the 
financial  policy  followed  since  1935  with  reference  to  the 
refunding  of  the  bonds  and  preferred  stock  of  Duquesne  Light 
Company. 
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i 

Received  in 
Evidence  at 
Transcript 
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2946a  Stipulation  re  Printing  of  Record. 

to  which  the  foregoing  stipulation  applies  are  those  des¬ 
ignated  in  said  Certified  Transcript  of  Record  as : 

L  The  Evidence,  Item  2 ; 

n.  Documents  in  the  Nature  of  Pleadings  and 
Procedural  Rulings  thereon,  Items  5,  6, 

8,  9,  10,  14,  15,  16,  18,  19,  20,  22,  23,  24,  25, 

26,  27,  28,  29,  31,  32,  33,  34,  35,  36,  37,  38, 

39,  40,  41,  42,  43,  44,  45,  46,  47,  48,  49,  50, 

■  51,  52,  53,  61,  62,  63,  64,  65,  and  68; 

HL  Orders,  Findings  and  Opinions,  Item  2. 

It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that  the 
pleadings  filed  and  the  evidence  taken  before  the  Com¬ 
mission  in  the  matter  of  Standard  Power  and  Light 
Corporation ,  Standard  Gas  and  Electric  Company  and 
Subsidiary  Companies  thereof,  at  File  No.  59-9  prior  to 
December  5,  1946,  were  omitted  from  the  Transcript  of 
Record  certified  by  the  Commission  as  being  the  tran¬ 
script  of  the  record  upon  which  the  Orders  of  the  Com¬ 
mission  complained  of  were  entered,  and  that  such  plead¬ 
ings  and  evidence  shall  be  omitted  from  the  printed 
record  in  the  above-styled  cases  (except  to  the  extent 
that  portions  thereof  may  have  been  offered  and  re¬ 
ceived  in  evidence  in  the  proceedings  after  December  5, 
1946),  for  the  reason  that  the  parties  hereto  believe 
that  such  pleadings  and  evidence  are  irrelevant  to  the 
issues  presented  to  the  Court  for  review  in  the  above- 
styled  cases,  or  are  duplicated  in  the  evidence  included 
in  the  above-mentioned  certified  Transcript  of  Record, 
or  has  been  supplemented  and  brought  to  date  by  the 
evidence  included  in  said  certified  Transcript  of  Record. 

It  is  further  stipulated  and  agreed  by  and  between 
the  parties  hereto  by  their  respective  counsel  that,  in 
addition  to  the  matter  hereinabove  noted  to  be  printed 
in  the  printed  transcript  of  record,  the  text  of  this  entire 
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stipulation  (or  an  appropriate  cross  reference  as  to  por¬ 
tions  thereof  appearing  elsewhere  in  the  printed  tran¬ 
script  of  record)  and  the  Certificate  of  Transcript  pf 
Record  of  the  Secretary  of  the  Commission  shall  also 
be  printed  in  said  printed  transcript  of  record;  that  all 
matter  to  be  printed  shall  be  contained  in  a  volume  pr 
volumes  to  be  designated  “Joint  Appendix.” 

(Signatures  omitted) 


GENERAL,  DOCKET 

•  i 

UNITED  STATES  COURT  OF  APPEALS 

FOR  THE 

DISTRICT  OF  COLUMBIA  CIRCUIT 

No.  9961 

Date  Filings — Proceedings 

7-26-48  5  copies  of  petition  to  review  and  to  set  aside 

orders  of  the  Securities  and  Exchange 
Commission. 

7-26-48  5  copies  of  appendix  to  petition. 

7-26-48  4  copies  of  petition  to  stay  order  of  the 

Securities  and  Exchange  Commission. 

I 

7-26-48  Certified  copy  of  petition  issued  to  Securities 
and  Exchange  Commission. 

i 

7- 31-48  4  copies  of  respondent’s  answer  to  petition  to 

stay  order  of  June  1. 

I 

8-  4-48  Appearance  of  Roger  S.  Foster  for  respond¬ 

ent.  ! 


8-  6-48  40  copies  of  petitioner’s  reply  tq  answer  of 

respondent  to  petition  to  stay  and  brief 
in  support  of  petition. 
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Date  Filings — Proceedings 

9-  3-48  Transcript  of  record  (22  Vols.). 

9-25-48  Copies  of  motion  of  Victor  F.  Sheronas, 
Charles  S.  Rocky  and  John  Hyland  Dilks 
acting  as  Philadelphia  Company  6% 
Cumulative  Preferred  Stockholders  Pro¬ 
tective  Committee  for  leave  to  intervene. 

9-30-48  4  copies  of  motion  of  Philadelphia  Company 

Common  Stockholders*  Protective  Com¬ 
mittee,  consisting  of  Roderick  G.  Kellett, 
George  F.  Tyler,  Jr.  and  Robert  S.  Inger- 
soll,  Jr.,  for  leave  to  intervene. 

9-30-48  4  copies  of  petitioner’s  motion  for  leave  to 

amend  brief  in  support  of  petition  to  stay. 

10-  5-48  4  copies  of  respondent’s  answer  to  motion  for 

leave  to  amend  petitioner’s  brief. 

10-  7-48  4  copies  of  motion  of  Roman  Olesnicki,  Fred¬ 

erick  Peirce,  Jr.,  and  William  A.  McCor¬ 
mack,  Jr.,  acting  as  the  Protective  Com¬ 
mittee  of  Public  Holders  of  No  Par  Value 
Common  Stock  of  Philadelphia  Company, 
for  leave  to  intervene. 

10-11-48  2  copies  of  petitioners’  motion  for  extension 

of  time  to  file  briefs  to  December  31, 1948. 

10-13-48  4  copies  of  respondent’s  answer  to  motion  for 

extension  of  time  to  file  petitioner’s  brief. 

10-18-48  Appearance  of  H.  Eastman  Hackney  for  pe¬ 
titioners. 

10-18-48  4  copies  of  joint  motion  to  treat  certain  ex¬ 

hibits  as  physical  exhibits. 

10-18-48  4  copies  of  stipulation  with  respect  to  print¬ 

ing  of  record. 
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Date 

10-18-48 

10-19-48 

10-26-48 

10-26-48 

10-26-48 

10-26-48 

10-26-48 
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Filings — Proceedings 

4  copies  of  petitioners’  motion  to  consolidate 
appeals  Nos.  9961  and  9962.  j 

Per  curiam  order  extending  time  for  filing 
petitioners’  brief  to  and  including  Decem¬ 
ber  15, 1948.  | 

Per  curiam  order  granting  petitioners’  mo¬ 
tion  for  leave  to  consolidate  cases  Nds. 
9961  and  9962  for  the  purposes  of  briefs, 
arguments  and  decision. 

Per  curiam  order  granting  petitioners’  mo¬ 
tion  for  leave  to  amend  its  brief  in  sup¬ 
port  of  petition  for  stay  order. 

Per  curiam  order  staying  order  of  the  Secur¬ 
ities  and  Exchange  Commission  entered 
June  1,  1948  pending  final  disposition  of 
this  case  in  this  Court  or  the  further  or¬ 
der  of  the  Court  in  this  case  provided  that 
this  stay  shall  not  be  applicable  to  any 
measures  taken  by  petitioners  in  volun¬ 
tary  compliance  with  the  Commission’s 
order  and  to  respondent’s  orders  in  ap¬ 
proval  of  such  measures. 

Per  curiam  order  denying  motion  of  Roder¬ 
ick  G.  Kellett,  George  F.  Tyler,  Jr.  and 
Robert  Ingersoll,  Jr.,  consisting  of  Phila¬ 
delphia  Company  Common  Stockholders 
Protective  Committee  for  leave  to  inter¬ 
vene  but  allowing  them  to  file  a  brief  in 
this  case. 

.  I 

Per  curiam  order  denying  motion  of  Roman 
Olesnicki,  Frederick  Peirce,  Jr.  and  Wil¬ 
liam  A.  McCormack,  Jr.,  acting  as  the 
Protective  Committee  of  Public  Holders 
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Date 

! 

i 

10-26-48 

i 

10-28-48 


7-26-48 

7-26-48 

7-26-48 

7-26-48 

I 

7- 31-48 

8-  4-48 


Filings — Proceedings 
of  No  Par  Value  Common  Stock  of  Phila¬ 
delphia  Company  for  leave  to  intervene 
but  allowing  them  to  file  a  brief  in  this 
case. 

Per  curiam  order  denying  motion  of  Victor 
P.  Sheronas,  Charles  S.  Rockey  and  John 
Hyland  Dilks,  acting  as  Philadelphia 
Company  6%  Cumulative  Preferred 
Stockholders  Protective  Committee  for 
leave  to  intervene,  but  allowing  them  to 
file  a  brief  in  this  case. 

Per  curiam  order  granting  joint  motion  of 
counsel  for  all  parties  in  cases  Nos.  9961 
and  9962  to  dispense  with  printing  certain 
exhibits  and  in  lieu  thereof  to  furnish 
three  copies  of  each  exhibit  for  the  use 
of  the  Court  on  the  argument. 

No.  9962 

5  copies  of  petition  to  review  and  set  aside 
orders  of  Securities  and  Exchange  Com¬ 
mission  and  proof  of  service. 

5  copies  of  appendix  to  petition. 

5  copies  of  petition  to  stay  order  of  June  1, 
1948. 

Certified  copy  of  petition  issued  to  Securities 
and  Exchange  Commission. 

4  copies  of  respondent’s  answer  to  petition  to 
stay  order. 

Appearance  of  Roger  S.  Foster  for  re¬ 
spondent. 


Date 
8-  7-48 

8-  7-48 

9-  3-48 
9-10-48 


9-15-48 


10-11-48 

10-14-48 

10-18-48 

10-18-48 

10-18-48 

10-19-48 

10-19-48 
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Filings — Proceedings 

i 

40  printed  copies  of  petitioner’s  reply  to  an¬ 
swer  to  petition  for  stay  and  brief  in  sup¬ 
port  of  petition. 

Proof  of  service  of  petitioners’  reply  to  an¬ 
swer,  etc. 

Transcript  of  record  (22  Vols.). 

i 

1  copy  of  motion  of  Roman  Olesnicki,  Fred¬ 

erick  Peirce,  Jr.  and  William  A.  McCor¬ 
mack,  Jr.,  acting  as  the  Protective  Com¬ 
mittee  of  Public  Holders  of  No  Par  Value 
Common  Stock  of  Philadelphia  Company 
for  leave  to  intervene. 

i 

4  copies  of  motion  of  Roderick  G.  Kellett, 
George  F.  Tyler,  Jr.  and  Robert  S.  Inger- 
soll,  Jr.,  consisting  of  Philadelphia  Com¬ 
pany  Common  Stockholders’  Protective 
Committee  for  leave  to  intervene. 

i 

2  copies  of  petitioners’  motion  for  extension 

of  time  to  file  briefs  to  December  31, 1948. 

4  copies  of  petitioner’s  motion  for  leave  to 
amend  brief  in  support  of  petition  to  Stay. 

4  copies  of  joint  motion  to  treat  certain  ex¬ 
hibits  as  physical  exhibits. 

4  copies  of  stipulation  with  respect  to  print¬ 
ing  of  record. 

4  copies  of  petitioners’  motion  to  consolidate 
appeals  Nos.  9961  and  9962. 

4  copies  of  respondent’s  answer  to  motion  for 
leave  to  amend  brief.  j 

I 

Per  curiam  order  extending  time  for  filing 
petitioner’s  brief  to  and  including  Decem¬ 
ber  15, 1948. 


i 
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Date 

10-26-48 


10-26-48 

i 


10-26-48 


10-26-48 


10-26-48 


10-28-48 


Filings — Proceedings 

Per  curiam  order  granting  petitioner’s  mo¬ 
tion  for  leave  to  consolidate  cases  Nos. 
9961  and  9962  for  the  purposes  of  briefs, 
arguments  and  decision. 

Per  curiam  order  granting  petitioner’s  mo¬ 
tion  for  leave  to  amend  its  brief  in  sup¬ 
port  of  petition  for  stay  order. 

Per  curiam  order  staying  order  of  the  Secur¬ 
ities  and  Exchange  Commission  entered 
June  1,  1948  pending  final  disposition  of 
this  case  in  this  Court  or  the  further  or¬ 
der  of  the  Court  in  this  case  provided  that 
this  stay  shall  not  be  applicable  to  any 
measures  taken  by  petitioner  in  volun¬ 
tary  compliance  with  the  Commission’s 
order  and  to  respondent’s  orders  in  ap¬ 
proval  of  such  measures. 

Per  curiam  order  denying  motion  of  Roder¬ 
ick  G.  Kellett,  George  F.  Tyler,  Jr.  and 
Robert  S.  Ingersoll,  Jr.,  consisting  of 
Philadelphia  Company  Common  Stock¬ 
holders’  Protective  Committee  for  leave 
to  intervene,  but  allowing  them  to  file  a 
brief. 

Per  curiam  order  denying  motion  of  Roman 
Olesnicki,  Frederick  Peirce,  Jr.  and  Wil¬ 
liam  A.  McCormack,  Jr.,  acting  as  the 
Protective  Committee  of  Public  Holders 
of  No  Par  Value  Common  Stock  of  Phila¬ 
delphia  Company  for  leave  to  intervene 
but  allowing  them  to  file  a  brief. 

Per  curiam  order  granting  joint  motion  of 
counsel  for  all  parties  in  cases  Nos.  9961 
and  9962  to  dispense  with  printing  certain 


Date 
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Filings — Proceedings 

i 

exhibits  and  in  lieu  thereof  to  furnish 
three  copies  of  each  exhibit  for  the  use  of 
the  Court  on  the  argument. 

Appearance  of  Helmer  Hansen  for  petitioner. 


i 


i 

l 

i 

i 

i 


i 


; 

i 

i 

j 


